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Few, if any, people enjoy filling out tax forms, but 
this annual chore is much easier now thanks to 
numerous resources available online and off. There 
are many software packages that will not only help you 
calculate your federal tax obligations, but also those for 
your state. Online sites abound that can assist you with 
locating and filling out the proper forms and then filing 
your returns electronically. In this issue we not only walk 
you through the process of preparing and filing your taxes 
online, we also introduce you to a wide array of personal 
finance tools and resources that you can use all year long. 
Whether you're just trying to make the April 15 tax dead- 
line or are involved in long-term financial planning, the 
software and Web sites we cover in this issue will help, 
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he hardest thing in the 
world to understand is the 
income tax." None other 
than Albert Einstein said 
that, and if one of history's 
most brilliant minds couldn't make 
sense out of a 1040, what are mere 
mortals like us supposed to do? 

The first national income tax was 
introduced in 1862 to support the 
Civil War, but it wasn't permanently 
a part of American's lives until the 
16th Amendment was passed in 1913. 
When your grandpa talks about the 
good old days, he isn't kidding — back 
then the tax rate started at 1% for 
those making more than $20,000 a 
year and peaked at 6% for any 
amount over $500,000 a year. The 
original 1040 forms introduced that 
year totaled four pages, including one 
page of instructions. 



Fast- forward to today, and just the 
instructions for the 2005 1040 are 84 
pages long. There are multitudes of 
other forms to fill out, and new tax 
laws are introduced seemingly every 
week. Fortunately you have an edge 
that Einstein could only dream of: 
your PC. Millions of people use tax 
preparation software to avoid the work 
involved in doing everything by hand 
and the expense of outsourcing this 
odious task, and there's a good chance 
these products are right for you. 

The Rise Of E-f iling 

Preparing and filing your taxes elec- 
tronically may seem like a relatively 
new convenience, but it actually dates 
back to 1986, when 25,000 
refund- only individual income tax re- 
turns were sent to the IRS via modem. 



The system slowly expanded over the 
years until it was ready to accept 
balance-due returns in 1990, but the 
real breakthrough came in 1992 when 
taxpayers in Ohio were able to transmit 
returns from their homes directly to 
the IRS using a free service called 
TeleFile. TeleFile kits included software 
that let users compute their taxes on a 
PC, and then they could call a toll-free 
number and enter data provided by the 
software to electronically file their re- 
turn. TeleFile is no longer offered, and 
eligibility requirements were very strict, 
but hundreds of thousands of tax- 
payers were using the system before it 
was axed. 

Filing electronically directly from 
a computer to the IRS didn't happen 
for individual taxpayers until 1996, 
when The Electronic Federal Tax 
Payment System was rolled out. The 
tax software market blossomed, and 
now an estimated 70 million tax re- 
turns will be filed electronically 
in 2006. 



Tax Changes On The Horizon 



Many tax laws come with built-in 
expiration dates, and some of the 
benefits you enjoy now may not always 
be available. Here are a few upcoming 
changes to be aware of, assuming cur- 
rent tax laws are not changed: 

2006 

Say goodbye to the college tuition de- 
duction and the educators' deduction. 
2007 

The Retirement Contribution Credit, 
introduced in 2002, expires. 
2009 

The maximum long-term capital gain 
tax rate rises to 20%, and most divi- 
dend income is taxed at your highest 
marginal tax rate. Ouch. 
2010 

The $1,000 per kid per year Child Tax 
Credit goes the way of the dodo. 
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In 1913, the Form 1040 was only four pages long— including instructions. 



Today's Players 

Dozens of tax preparation software 
companies have risen, fallen, and been 
acquired throughout the past few 
decades, but if you're buying a package 
at retail today, it boils down to two 
choices: Intuit's TurboTax or H&R 
Block's TaxCut. 2nd Story Software's 
TaxAct is also a major force in the 
industry, but it's free, and low- cost of- 
ferings are not offered at retail and do 
not offer features that are anywhere 
near that of TurboTax or TaxCut. All 
of these companies sell both disc-based 
and online versions of their products. 

In 2004 TurboTax accounted for 
more than 76% of tax software sales 
at retail, and more than 20 million 
returns were completed using the 
software. By way of contrast, H&R 
Block reports that it has 20 million 



total clients between its bricks-and- 
mortar offices, software users, and 
online customers and that out of that 
figure approximately 3 million clients 
filed electronically using the TaxCut 
software or online service. 

These are big numbers, but there is 
obviously plenty of room for expan- 
sion considering that Americans in 
2004 filed 71,076,100 paper returns 
and 59,802,600 electronic returns. But 
those numbers — often touted by the 
tax software companies — are a bit 
misleading. 41,316,300 of those elec- 
tronic returns were filed on behalf of 
individuals by professional tax pre- 
parers, while only about 14.5 million 
electronic returns were filed by people 
who did it on their own using tax soft- 
ware. Of course, those numbers are 
expected to rise. By 2010 it is expected 



that nearly 25.5 million Americans 
will file electronically on their own, 
with total electronic returns totaling 
nearly 95.5 million compared to fewer 
than 50 million paper returns filed. 

Reasons To Use Tax Prep Software 

Millions of people can't be wrong, 
and there are several very good rea- 
sons to consider using tax preparation 
software instead of letting a profes- 
sional handle your taxes. Chief among 
these is cost, as even the most expen- 
sive consumer-level software packages 
are much cheaper than going to a tax 
professional and several times cheaper 
than going to a CPA. 

If you are one of the estimated 30 
million Americans who fill out paper 
returns by hand, do yourself a favor and 
get some tax software. If nothing else 
the printouts will be much more legible 
than anything you hand-write, which 
could speed processing, and most pro- 
grams let you carry basic information 
over from year to year to save you even 
more data entry time. Even the most 
basic software helps you calculate 



They're Coming For You 



The IRS is stepping up its enforce- 
ment program and auditing more 
people than ever before. Here are some 
key stats for fiscal year 2005 from IRS 
Commissioner Mark W. Everson: 

• Revenues from audits increased 
10% to a total of $47.3 billion 

• Audits of individuals with incomes 
over $100,000 surpassed 221,000, the 
highest figure in 10 years, and well 
over double the 92,000 completed in 
fiscal year 2001 

• 1 7,867 audits of small businesses 
organized as corporations were 
completed in 2005 compared to 
7,294 in 2004 

• Audits of large corporations (with 
assets exceeding $10 million) in- 
creased 14% to 10,878 
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figures correctly, further cutting 
down on errors, and the best pack- 
ages will help you find deductions 
that you may miss when filling out 
forms manually. Filing electroni- 
cally also provides peace of mind, 
since the IRS gets your return im- 
mediately, and you get a notice of 
receipt; and the more quickly you 
file, the more quickly you'll get 
your return. See "Returning Your 
Return The Fast Way" on page 41 
for more information about paper 
returns vs. tax software. 

Your Business Is Their Business 

For those who are self-employed 
or who run small businesses from 
their homes, tax time is doubly scary, 
and you may be tempted to just put 
everything in the hands of a tax profes- 
sional or CPA and be done with it. 
Todays tax packages, however, are in- 
creasingly aimed at business owners 
and can save you a lot of money as long 
as your taxes aren't too complicated. 
Arguably the biggest hassle for business 
owners is Schedule C, where figuring 
out business-related deductions and 
depreciation is a nightmare. But the 
latest batch of tax software focuses on 
making Schedule C much easier to 
tackle. "The interview has actually 
been upgraded this year in [TaxCut] 
Premium, and it offers users guidance 
on depreciation, vehicle, and home 
office deductions; help for first-time 
business filers; and also industry- 
specific advice. For instance, if you run 
a daycare out of your house, TaxCut 
has advice built in to help you maxi- 
mize deductions associated with that," 
says Derek Swords, H&R Block's 
Director of Software. 

TurboTax also walks Schedule C 
users through the depreciation and 
expense processes. "Not only do we 
walk you through it," says Intuit 
spokesperson Scott Gulbransen, "but 
we hold that information for you so 
that next year when you use Turbo - 
Tax again we remember how much 
you depreciated the previous year to 
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TurboTax dominates the do-it-yourself tax 
preparation market. 



make sure that the carryovers carry 
forward into the next tax years." 

Not For Everyone 

Of course, some people are still 
better off letting a professional handle 
their taxes. "TurboTax has never said 
it does what a CPA does," says Gul- 
bransen, "because a CPA has clients 
that use them for much more than 
just preparing a tax return. For you 
and I to go to a CPA — not a c tax pre- 
parer' — it's going to cost us between 
$250 and $400. Most Americans don't 
want to pay that, nor does their tax 
situation call for someone to spend 
that much time on it." 

Gulbransen adds that the average 
TurboTax user has an income of 
$75,000 and itemizes deductions in- 
stead of taking the standard deduction. 
If you make significantly more money 
than that, get your money from a trust 
or other source that adds complica- 
tions, or run a complicated business 
and need some serious tax advice, a 
CPA is likely worth the extra money. 

When Bad Things Happen To 
Good People 

H&R Block conducted a nationwide 
survey and found out that the main 
reason people shy away from using tax 



preparation software is that they 
want reassurance that someone 
will look out for them if they are 
audited. Audits are still rare, but 
your odds are increasing as the 
IRS continues to step up its efforts 
in this area. The number of IRS 
audits during fiscal year 2005 rose 
20% compared to 2004, repre- 
senting a total of more than 1.2 
million returns, and that's a list 
nobody wants to be on. 

One of the benefits you gener- 
ally get from working with a 
licensed tax professional or CPA is 
representation in the case of an 
audit and having a trained inter- 
mediary helping you work with the 
IRS is priceless. Intuit offers 
optional Audit Defense Insurance for 
TurboTax users through its partner 
Tax Resources, and TaxCut isn't lag- 
ging in this regard. 

"The biggest thing that we're of- 
fering this year that's just unheard of 
in this category is worry-free audit 
support," says Swords. If you use 
TaxCut to prepare a return and that 
return is audited — even several years 
down the road — H&R Block will 
correspond with you during the 
process to answer any questions you 
have and will also send an enrolled 
H&R agent from one of its local of- 
fices to be with you during the audit. 
"We've got a network of 12,000 
offices across the country, and those 
offices are available in the tax soft- 
ware customer's neck of the woods, 
usually in five minutes' time," says 
Swords. "The fact that we will 
actually stand behind the user who 
does it themselves and help them in 
the event of an audit for free is some- 
thing that nobody else is offering, or 
can offer the way that Block can." 

Even if you just decide that you 
aren't happy with using the software 
and want to have a professional look at 
your tax return just in case, TurboTax 
and TaxCut have you covered. Turbo- 
Tax employs more than 200 "qualified 
agents" on staff, each of whom has a 
minimum of seven to eight years of tax 
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Where Does The Money Go? 



Ever wonder exactly how all of your 
precious federal tax money is 
divvied up? Here's the breakdown: 

3% Law Enforcement & General 

Government 

4% Veterans & Foreign Affairs 

7% Unemployment & Social Services 

7% Interest Payments 

10% Physical, Human & Community 

Development 

14% Medicaid, Food Stamps & 

Related Programs 

18% National Defense 

37% Social Security, Medicare & Other 

Retirement Programs 



preparation experience and whom also 
help design and program the TurboTax 
software. For a fee of $49.95, you can 
send your return to TurboTax, and 
these professionals will "review it line- 
by-line, looking for any omissions or 
errors that you might have or any ques- 
tions that they might have," says 
Gulbransen. "For example, if you take 
a deduction and they have an idea or 
want to make a note to you about how 
you can save more money next year, or 
some things to consider — documenta- 
tion that you may need to prove it in 
case the IRS ever did come back to 
you — they would mark up your return 
in a PDF format, and it comes back to 
you with any advice or concerns or 
omissions or anything like that that 
they think that you missed." 

TaxCut offers a similar service called 
H&R Block Professional Review for 
$29.95, but beyond that the company's 
network of offices throughout the 
United States puts them in a unique 
position to further help customers 
who no longer want to use the soft- 
ware. It's called Safety Net, and it lets 
any TaxCut customer apply the price 
they paid for the software towards 
office fees at any of H&R Block's loca- 
tions using a redemption coupon 
found inside every TaxCut box. 



Be The Squeaky Wheel 

Tax software is different from most 
other software in many ways that are 
beneficial to customers. Although a few 
products dominate the market, there is 
still plenty of room for competition, 
and the big players in this market are 
always looking to outdo one another. 

If there's something you don't like 
about your tax preparation package, be 
sure to contact the manufacturer and let 
them know. They are more likely than 
most software companies to make 
changes to their products as the software 
has to be updated every year anyway to 
account for new tax laws. A good ex- 
ample is this year's TaxCut product, 
which had all of the blatant advertising 
from last year's version stripped out due 
to customer complaints. There are still 
ads for other H&R products within the 
software, but they are not as intrusive. 

Don't Forget Your Finances 

Tax prep software may not be for 
everyone, but all of us can benefit 
from software that helps us manage 
our finances. If nothing else, these 
programs can help you plan and stick 
to a budget, as the ability to track 
your income and spending down to 
the last penny is incredibly sobering. 

The most popular products in this 
category are Microsoft Money (www 
.microsoft.com/money) and Intuit's 
Quicken (quicken.intuit.com), and 
data from these two programs can be 
exported into many other financial 
products such as tax preparation soft- 
ware. Both Money and Quicken let you 
manage far more than your bank 
account. With the best financial soft- 
ware, you can research and manage an 
investment portfolio, including auto- 
matically downloading and incorpo- 
rating data from your 401(k) or IRA 
accounts. Financial programs also 
come with useful tax planning tools 
that help you maximize deductions 
and then import that data into a tax 
program for easier filing. Finally, finan- 
cial software lets you see a snapshot of 



your current financial situation but 
also comes with tools to predict how 
that situation will change over time. 
Whether you want to make a plan for 
getting out of debt, are wondering if 
taking out a loan is a good idea, or 
are thinking about making a major 
purchase and want to see how it will 
impact you, this software is invaluable. 

Financial software is even more 
important for those who are self- 
employed or run home-based busi- 
nesses, and products such as Money 
Small Business and Quicken Premier & 
Home Business cater to this group. 
They let you keep your personal and 
business finances separate without 
having to manage two applications and 
come with invoicing tools, so you can 
keep the money rolling in. They also 
handle chores such as accounts payable, 
and all for a price lower than what 
you'd pay for something like Intuit's 
QuickBooks, which is intended for 
larger businesses. If your business grows 
and you end up needing a more ad- 
vanced tool for staying on top of your 
finances, you can always upgrade and 
import all of your old data, so the best 
time to buy a finance application — any 
finance application — is now. The 
reviews in this issue will help you 
choose one that not only works well, 
but that meets all of your needs. 

Pay close attention to the different 
versions of each product when you 
purchase financial software. Quicken 
Basic 2006 and Microsoft Money 2006 
Standard can usually be had very 
cheaply — even free — after mail- in re- 
bates, but they support only a small 
fraction of the features that make their 
more expensive editions so useful. Also 
check to see if one product or another 
can directly access information from 
your bank, credit card provider, and 
the other financial institutions you use. 
The ability to import your transactions 
directly into the software can save a lot 
of typing time and also cut down on 
potentially costly errors. Qjs] 

by Tracy Baker 
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Tax Time 
Preparations 

April 15 Is Right Around The Corner 




Getting ready for tax time is 
as much fun as going to 
the dentist. But you can 
make it less painful with a 
little planning and organi- 
zation. Because one of the stressful 
things about tax time is trying to gather 
all of the information you need, we set 
out to simplify this task by providing a 
cheat sheet. By gathering all of the in- 
formation you need prior to sitting 
down to file your taxes, you'll be able to 
eliminate some of the stress and frustra- 
tions of this already painful time. 

The Obvious Necessities 

Some of the information required to 
file your taxes is obvious. For starters, 
you'll need your name, address, and 
social security number. That may seem 
easy enough, but don't forget your de- 
pendents; you'll need their informa- 
tion, as well. Do you know all of their 
social security numbers? This includes 



your spouse, children, and parents you 
will be claiming as deductions. Sorry, 
Fido doesn't count as a dependent, so 
don't bother trying to claim him — 
even if he does consume massive 
amounts of food. You'll also need to 
know whether your dependent chil- 
dren earned more than $1,600. 

In order to file your income taxes, 
the IRS requires that you report your 
income and figure your taxes based on 
that amount. Although the IRS doesn't 
require you to prove your income (you 
can report and pay taxes on phantom 
income if you desire), you'll want to 
report the same amount as your 
employer reported. You can find your 



income information for the year just 
ended on a W-2 form, which also con- 
tains information about the amount of 
taxes you've already paid. 

Your employer typically prepares 
your W-2 forms for you. The IRS re- 
quires these forms be postmarked by 
Jan. 31. You should receive a W-2 from 
every employer you've worked for in 
the year just ended. If you don't receive 
a W-2 from an employer within a 
couple days of Jan. 31, contact them to 
make sure your W-2 isn't lost. 

The Not So Obvious 

Although some of the information 
you'll need to file your taxes seems ob- 
vious, other pieces of the puzzle are not 
as readily apparent. It's easy to forget 
about income we've received from the 
sale of property or stocks or interest 
income from a bank account. But this 
income must be reported on your tax 
return. If you've kept organized records 
throughout the year, finding this infor- 
mation should be a breeze. If you 
haven't, start looking for information 
regarding your stock sales, property 
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sales, and other instances in which 
you've sold something for a profit or 
loss. Some of this information will 
come in the form of a 1099. 

There are approximately nine types 
of 1099 forms that include information 
regarding brokerage transactions, IRA, 
social security, unemployment, and 
other income. The IRS allows compa- 
nies to prepare substitute Form 1099s 
when the company reports the income 
information to the IRS electronically. 
As a result, it may not always be easy to 
spot a Form 1099. As Dehn Renter, a 
CPA for Contryman Associates, P.C., 
points out, "The substitute forms all 
look different and many are printed on 
the bottom of the last statement." 

If you plan to deduct charitable con- 
tributions, childcare expenses, or other 
items, you'll need to show reasonable 
support for the amount you claim. For 
charitable contributions, the IRS re- 
quires a qualified written statement for 
any single donation of $250 or more. 
For donations under this amount, 
charities such as Goodwill, VFW, and 
the Salvation Army can provide a chart 
that details a fair amount for the items 
donated. To deduct childcare expenses, 
you'll need the name, address, and tax 
ID or social security number of your 
provider. For other deductions, you'll 
likely need a receipt or statement to 
show proof of the expense. 

Although you need to report any in- 
come made from the sale of stocks, 
bonds, or securities, the amount of 
money you made may not be as clear. If 
you've owned a stock for a long time, it 
can be hard to find documentation of 
the purchase price. These situations are 
easily overcome if you've kept good 
records in previous years about your in- 
vestments. If you haven't, finding the 
purchase price and date of your invest- 
ment may take some time. For starters, 
look through previous statements de- 
tailing purchases and their price. 
Regular statements from your bro- 
kerage should list all stocks bought and 
sold and their corresponding prices. 

There are many ways to save money 
on your taxes. You may be able to 



Tax Prep Checklist 



Before heading off to meet with your accountant or sitting down at your 
computer to file your taxes, grab this checklist to make sure you have all of 
the information you'll need. 

Personal Information 

□ Social security numbers for yourself, spouse, and all dependents 

□ Child care provider's name, address, and tax ID or social security number 
Q A copy of last year's return 

Income 

□ Income information from all employers you've had over the year just ended 
(W-2 forms) 

Q Gambling and lottery winnings (W-2G) 

Q Proceeds from the sale of stocks, bonds, etc. (Form 1099-B) 

□ Dividends and distributions (Form 1099-DIV) 

Q Income from state and local income tax refunds (Form 1099-G) 

□ Interest income (Form 1099-INTand 1099-OID) 

□ Distributions from medical savings accounts (Form 1099-MSA) 
Q Proceeds from real estate transactions (Form 1099-S) 

Q Medicare premiums paid from your social security benefits (Form SSA-1099) 

Q Unemployment compensation (Form 1099-G) 

Q Miscellaneous income, including rent (Form 1099-MISC) 

Q Distribution from pensions, annuities, retirements, IRAs, etc. (Form 1099-R) 

Q Social Security/Railroad Retirement Board income (Form RRB-1099) 

Q Partnership, S Corporation, and trust income (Schedules K-1) 

Q Mortgage interest (including points) received (Form 1098) 

Q Year-end statements from all bank accounts, loans, and investment accounts 

Deductions 

Q Interest paid (Form 1098-E or Loan statements) 

Q Post-high school education (tuition bills or cancelled checks) 

Q IRA account contributions (year-end account summary statement) 

Q Receipts showing documentation for an expense or donation 



claim deductions for interest paid on a 
student loan, tuition payments for col- 
lege, adoption expenses, and home 
mortgage interest just to name a few. In 
order to claim these items as deduc- 
tions, you'll need to show proof that 
you're entitled to do so. Statements 
showing interest paid and other such 
documentation will come in handy and 
save you some tax money. 

You should also pull out a copy of 
last year's tax return, as it may be quite 
helpful in preparing your taxes. In fact, 
an accountant may require it so that he 
can better prepare your taxes. But even 
if you're preparing your own taxes, a 
copy of last year's return may help re- 
fresh your memory on how to fill out 
forms and deduct certain expenses. 



And One More Thing 

If you're expecting a refund from 
the IRS, provide them with your bank 
account information. You can receive 
your money directly deposited into 
your bank account in much less time. 
To file your return even faster, con- 
sider electronic filing. 

Few, if any, of us look forward to tax 
time. By gathering all of the information 
you'll need beforehand, the process will 
go more smoothly. In the best case sce- 
nario, you'll be entitled to a refund. 
Either way, spending the least amount 
of time possible in preparing your taxes 
is a nice benefit, [rs] 

by Jennifer Johnson 
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Records 
Retention Basics 

What To Keep & For How Long 




A letter from the IRS has just 
informed you that you have 
six weeks to gather the ap- 
propriate records to resolve 
certain discrepancies from your tax 
return. Before you start wracking 
your brain to remember where you 
put this year's W-2s, you realize that 
you're being audited for a return you 
filed three years ago. Relax. Establish- 
ing a good record-keeping regimen 
can save you from such a frightening 
scenario. And it's (almost) never too 
late to remedy a derelict record of 
your financial history. 

For many of us, the act of pre- 
paring our taxes serves as a reminder 
that our financial records probably 
aren't as complete as they should be. 
With regard to your finances and 



taxes, the burden of proof lies with 
you, which means that only you can 
prove you're innocent when some- 
thing seems to go wrong. And that 
means holding onto the pertinent 
records and documents that prove 
you're a law-abiding tax payer. 

Back To Basics 

The IRS can seem pretty pushy 
when it comes to every nickel and 
dime you handled over the course of 
a year, but they make no require- 
ments as to how you keep your 
records. For starters, your checkbook 
can be a good way to track your in- 
come and expenses. You'll also want 
to keep track of your banking state- 
ments for information regarding 



amounts, sources of deposits, and 
types of expenses. The IRS is particu- 
larly interested in any documents, re- 
ceipts, and sales slips that serve as 
proof of a deduction. Separate your 
records by year and keep documents 
and items relating to each other 
grouped together. 

If you're a tech-sawy spreadsheet 
virtuoso with a finger constantly on 
your financial pulse, make sure you 
keep paper copies of all of your im- 
portant documents and information. 
The IRS, amiable though they are, will 
require the original forms should they 
come a knockin'. 

The Big Three 

As a general rule of thumb, you 
should keep anything pertinent to 
your income, expenses, and assets, 
such as your home and investments. 
It sounds simple, but the IRS doesn't 
leave much room for "simple over- 
sights" when it's time to pay up. 

Income. Like a rude neighbor, the 
IRS wants to know how much money 
you make. If you suddenly start 
sailing between your own series of 
tropical islands in a lavish 100-foot 
yacht, all on a writer's salary (ahem), 
then the IRS will want to know why. 
You need to retain any documents 
that pertain to the income you re- 
ported on your tax return. Income 
refers to anything you earned, in- 
cluding wages, dividends, interest, 
partnership distributions, and S cor- 
poration (a corporation that the IRS 
has granted special tax status) distrib- 
utions. Any documents or forms that 
act as proof of tax-exempt status are 
also important to keep. 

Expenses. You probably already 
keep a detailed record of your ex- 
penses. As stated above, banking 
statements and checkbooks can be a 
good place to start. Specifically 
though, the IRS is most interested in 
any document that proves the validity 
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of any expenses for which 
you claim a deduction on 
your tax return. If you at- 
tempt to decrease your tax- 
able income by claiming 
deductions or credits, then 
you can bet the IRS will 
want to see proof. The IRS 
may want to see documents 
regarding alimony, chari- 
table contributions, mort- 
gage interest, and real 
estate taxes. If applicable, 
you can claim a child care 
credit, so make sure you re- 
tain all relevant documents. 

Assets. Your assets can 
refer to a broad range of 
items, such as your home, 
land, investments, and in- 
heritances. You should re- 
tain any 1098 forms that a 
lender sends you regarding 
your home, rental, or investment 
property. It's also a good idea to keep 
track of any improvements you 
make, such as those that change the 
value of your home. These records 
can come into play when you go to 
sell the property or pay taxes based 
on its value. The IRS is also inter- 
ested in documents that detail the 
property's depreciation. If you use 
part of your home for business pur- 
poses or for rent, then you should 
save documents referring to that as 
well. Keep track of the purchase 
price, selling price, and the settle- 
ment or closing costs. 

Your investment assets generally 
refer to stocks, bonds, and mutual 
funds. It's important to retain papers 
that document the purchase price, 
sales price, and commissions involved 
in your investments. The IRS has spe- 
cific instructions for handling invest- 
ments on your tax returns. For more 
information, see Publication 550, 
Investment Income and Expenses, 
which you can find at www.irs.gov 
/publications/p550/index.html. The 
IRS also has very specific rules for han- 
dling mutual funds. For more infor- 
mation see Publication 564, Mutual 
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Fund Distributions, found at www.irs 
.gov/publications/p564/index.html. 

Another item the IRS wants you to 
hold onto deals with proof of pay- 
ment, which refers to cash receipts, 
financial account statements, credit 
or debit card statements, canceled 
checks, or substitute checks. If you 
claim something on your tax return 
for which you paid cash, then you 
need to retain a dated and signed re- 
ceipt showing the amount paid and 
the item or service rendered. Most 
payments via electronic fund transfers 
can be proven with a simple account 
statement. You probably won't claim 
that cafe latte you bought last week, 
so there's no need to hoard every re- 
ceipt you get. The IRS is only inter- 
ested in the items that support your 
tax return claims. 

Period Of Limitations 

In the event of an audit, the IRS 
can demand proof of your expenses 
or income as it pertains to a specific 
tax return. Depending on the reason 
for the audit, the IRS has a desig- 
nated period of time in which it can 
act, called the period of limitations. 



Within this period, the 
IRS can assess additional 
taxes (based on the out- 
come of the audit). The 
period of limitations can 
work in your favor as 
well. If you notice an 
error from a previous re- 
turn within the period of 
limitations, then you can 
adjust your tax return to 
claim additional credits 
or refunds. Once the pe- 
riod of limitations ex- 
pires, however, both you 
and the IRS will be un- 
able to amend anything 
or request additional tax- 
es or credits. 

Barring a few excep- 
tional circumstances, the 
period of limitations for 
owing additional taxes is 
three years from the filing deadline. If 
you applied for and were granted a 
filing extension, then the period of 
limitations extends from the amended 
deadline. This means that, as long as 
you haven't neglected to file a return 
altogether, understated your income 
by more than 25%, or filed a fraudu- 
lent return, then the IRS has three 
years to request your documents. 
But don't warm up your document 
shredder just yet. 

A couple of extenuating circum- 
stances let the IRS dig a little deeper 
into your past returns. The IRS ex- 
tends the period of limitations indefi- 
nitely for activities that, hopefully, 
most of us shouldn't have to worry 
about. If the IRS suspects that you 
earned 25% more than you claimed 
to have made, then they have six years 
to call you on it. If the IRS deems 
that you filed a fraudulent return or 
didn't file a return at all, then they 
can call you on it at any time, even 
decades later. 

For most of us, the three-year rule 
is sufficient. Tom Ochsenschlager, the 
vice president of taxation from the 
AICPA (American Institute of 
Certified Public Accountants), says 
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"Once the three-year [period 
of limitations] passes, the 
IRS has to establish you've 
rather dramatically under- 
stated your income in order 
to have the statute open." 

Saving Specifics 

You should retain records 
of any nondeductible IRA 
contributions you make in- 
definitely, or until you begin 
making withdrawals. Hold 
onto other retirement and 
savings plan documents, 
such as 401(k) statements, 
until you retire or close the accounts. 
Keep the quarterly statements until 
you can check them against the an- 
nual statements and then shred the 
quarterlies if everything looks good. 

You only need to save checks that 
don't pertain to your taxes for a year. 
Brokerage statements that detail your 
gains or losses need to be kept for 
yearly tax purposes, but it's also a 
good idea to retain these records for 
as long as you own the security. For 
the most part, you can toss old bills as 
soon as you get the canceled checks 
from your bank. You may want to 
make an exception for large pur- 
chases, such as jewelry, antiques, ap- 
pliances, vehicles, furniture, and 
computers. Keep these bills for as 
long as you own the items. 

You can discard credit or debit 
card receipts when you get the state- 
ment and verify the two match up. 
Hold on to statements with tax- 
related purchases for three years, but 
you only need to hold on to all other 
statements long enough to track the 
balances between statements. Pay 
stubs are important to keep until you 
get your yearly W-2 forms from your 
employer. If the pay stubs and the 
W-2 forms jive, then get rid of the 
stubs. Records concerning a home's 
purchase price and improvements 
should be kept for as long as you 
own the property. When you sell the 
property, make sure you keep 
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records regarding legal fees, your real 
estate agent's commission, and other 
tax-related documents for the stan- 
dard three years. 

If the tax software you use (or 
used in the past) saves a copy of 
your return in a proprietary format, 
then make sure you can access the 
file anytime within the three-year 
period of limitations, even if this 
means holding onto an old copy of 
the software that you don't use any- 
more. To be on the safe side, you 
should print off paper copies of any- 
thing the IRS might want to see and 
keep them for three years. 

Fill In The Gaps 

If a quick survey of your records re- 
veals a few gaps, don't worry. You can 
obtain most missing tax return tran- 
scripts or tax account transcripts for 
free, by phone or mail. Tax return 
transcripts summarize information 
from your tax return (Form 1040, 
1040A, or 1040EZ), as well as the 
forms you sent in on the original file 
date. Tax account transcripts show 
any changes you or the IRS made to 
your tax return after the original 
filing. The toll free phone number to 
call to request your missing or lost 
documents is (800) 829-1040. To 
order the documents via mail, you'll 
need a Request for Transcript of Tax 
Return form (IRS Form 4506-T), 



which you can find at www 
.irs.gov/pub/irs-pdf/f4506t 
.pdf. The IRS can usually 
process and send your re- 
quested forms in 10 to 15 
days. You can only request 
transcripts for tax forms 
1040, 1040A, 1040EZ, 1065, 
1120, 1120A, 1120H, 1120L, 
and 1120S. The IRS will 
send you return transcripts 
for the current year and the 
previous three years, free 
of charge. 

If you want a photocopy 
of your tax return, you'll 
have to fill out Form 4506, 
found at www.irs.gov/pub/irs-pdf 
/f4506.pdf. As of this writing, the IRS 
charges $39 for a photocopy of your 
return. You'll also have to wait as long 
as two months to receive the photo- 
copy. Although the above methods 
can help you get a hold of some of 
your previous tax records, they only 
go so far. We called the IRS Tax Help 
Line at (800) 829-1040 and discov- 
ered that you may not be able to get 
information for returns filed more 
than six years ago. 

Safe To Trash 

Because many tax documents con- 
tain information that is relevant to 
other institutions, you shouldn't rush 
to your shredder the instant the IRS' 
period of limitations expires. Insurers 
and creditors may need the docu- 
ments, so check with those bodies be- 
fore destroying documents. Even 
though the IRS doesn't need them, 
you may find it useful to retain these 
documents. For instance, you may 
want to retain your W-2s until you 
begin receiving social security benefits 
to check your deductions against your 
earnings. Now that you know what 
the IRS expects you to keep and for 
how long, you just need a filing cab- 
inet large enough to hold it all. Sorry, 
you're on your own there. [Its] 

by Andrew Leibman 
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Tax FAQs 

We Have The Answers To Your Tax Questions 




Between the endless paper- 
work, the incomprehensible 
instructions, and the general 
frustration of seeing your 
hard earned dollars slipping away, tax 
time is never fun. Not understanding 
some tax basics can make tax time 
even more, well, taxing. We're here to 
help with some basic information re- 
garding general tax questions. 

What is the deadline for 
filing my taxes? 

OK, maybe we're starting off a little 
too basic here. After all, everyone 
knows (or should know) that April 15 
is the deadline to file your tax return. 
All forms must be postmarked by the 
due date. 

In 2006, however, April 15 falls on a 
Saturday. That means your return 
doesn't need to be postmarked until the 
first business day after the deadline. In 
this case, that's Monday, April 17, 2006. 



If you happen to live and work out- 
side the United States and Puerto Rico 
(military personal included), you don't 
need to file your return until June 15, 
2006. To claim this extension, simply 
include a letter with your return 
stating that you're currently living 
abroad. This extension also applies to 
couples who file jointly if at least one 
spouse lives abroad. If a couple files 
separately, the extension only applies 
to the spouse living abroad. 

What happens if I'm late getting my 
tax return in the mail? 

Late returns are subject to a stiff 
failure of a file fee that's 5% of your 
balance per month or partial month 
up to a maximum of 25%. If you owe 
money, this fee gets reduced to 4.5%, 
but you're also subject to a 0.5% 
failure to pay penalty which, like the 
failure to file penalty, can increase to 
a maximum of 25%. That means if 



you file your return on June 15, the 
IRS charges you failure to file and 
failure to pay penalties of 15% of the 
balance owed (5% for April, 5% for 
May, and 5% for June). If you owe 
$2,000, your two-month delay will 
cost you an additional $300. 

So what do I do if I can't pay the 
balance I owe? 

If you owe more than you can pos- 
sibly pay, you should still file by the 
deadline to avoid failure to file penal- 
ties. Pay as much as you can afford 
when filing to reduce any penalties 
paid on the balance. Using the same 
example above, if you owe $2,000 
and can't afford to pay any of it by 
the deadline but file your return by 
April 15, you'll only pay an addi- 
tional $30 in penalties (1.5% of 
$2,000) if you pay your entire balance 
before the end of June. 

Is there any way to get some 
additional time to file my return? 

As we mentioned earlier, taxpayers 
living outside the United States re- 
ceive an automatic two -month exten- 
sion. Those living in the United States 
can receive a filing extension by com- 
pleting Form 4868 and submitting it 
by the April 15 deadline. This exten- 
sion, however, applies only to the 
filing deadline and does not extend 
the amount of time you have to pay 
any balance due. If you have an out- 
standing balance on April 15, you will 
be subject to failure to pay penalties, 
but you'll avoid the more harsh fail- 
ure to file penalties. 

Sounds good. How do I qualify for 
an extension? 

Anyone filing a Form 1040, 1040A, 
1040EZ, 1040NR, or 1040NR-EZ 
qualifies for an initial extension to 
Aug. 15. You just need to complete 
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Form 4868 and provide 
your name, address, social 
security number (along 
with your spouse's Social 
Security number, if applic- 
able), your estimated tax 
liability, estimated tax pay- 
ments, and estimated bal- 
ance due. You may want to 
include at least a partial 
payment toward the esti- 
mated balance to help re- 
duce any failure to pay 
penalties. If the IRS later 
deems your estimates to be 
unreasonable, it can nullify 
the extension, so provide 
the best estimates possible. 
If you're living abroad and 
wish to file an extension to 
Aug. 15, be sure to write 
"Taxpayer Abroad" across 
the top of Form 4868. 

That's great, but it doesn't 
look like HI be able to file by 
August 15. What can I do? 

You can request an addi- 
tional extension to Oct. 15. 
This time, however, you're 
going to have to give the 
IRS an explanation. You 
can request the extension 
by writing a letter to the 
IRS or by completing Form 
2688. Technically, this ex- 
tension is due by Aug. 15. 
However, because the IRS 
may reject this second re- 
quest, it's a good idea to submit it as 
early as possible. 

What are my options if I can't pay 
the entire balance due? 

If you can't secure a loan and don't 
want to or cannot put the balance on 
a credit card (some cards offer a low 
introductory rates that could be 
useful, but remember that the IRS 
does charge a 2.5% convenience fee 
on credit card payments), you may 
want to look into an installment plan. 
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If you're looking for the proper tax form or just looking for more 
information, check out the Forms And Publications section of 
the IRS Web site (www.irs.gov/formspubs/index.html). 
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Frequently Asked Questions by Category 

1 . - icedures 

2. 

3. Itemized Ded i Deductions 

4. 

5. 

6. 

7 

8. 



Looking 
www.irs. 



for more information? Check out the FAQs 
gov/faqs/index.html. 



T 



To request an installment plan, fill 
out and return Form 9465 with your 
tax return. Include the amount you 
wish to pay each month and the date 
on which you want your payments due. 
The IRS will notify you if you're ap- 
proved. There is a one-time $43 charge 
to set up an installment plan, and while 
on the plan, you'll continue to be 
charged failure to pay penalties as well 
as interest on the remaining balance 
until you pay the balance in full. Any 
tax returns you receive while on the 
plan are automatically credited to your 



account balance. Keep in 
mind that you cannot have 
any unpaid tax liability for at 
least five years while still on 
the plan. (Once the balance 
is paid, this restriction no 
longer applies.) If you do 
not pay enough during the 
course of the year to cover 
your tax liability, the IRS will 
request payment in full. 

What happens if I blow off 
filing my taxes completely 
(just curious)? 

The IRS may still have 
income records for you 
even if you don't file a re- 
turn (such as statements 
from your employer). If the 
IRS can't match an income 
source to a tax return, it 
will mail a notice to the tax 
payer's last known address. 
If you move and don't re- 
ceive the notice or simply 
don't respond to the notice 
within 90 days, the IRS will 
create a Substitute For 
Return using the income 
records it has and a min- 
imal number of deductions. 
The IRS applies penalties 
and interest to this unpaid 
balance from the original 
due date. If the IRS deems 
that you willfully neglected 
to file a return, it may opt 
to press criminal charges. If 
you don't pay the balance owed, the 
IRS can garnish your wages and even 
place levies on your personal prop- 
erty, including bank accounts, cars, 
houses, and boats. 

What filing status should I use to file 
my tax returns? 

Your filing status, along with your 
income and deductions, determine 
how much you pay each year in taxes. 
Your filing status depends on your 
personal circumstances. 



at 
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If you're legally married on the last 
day of the year, you have two options: 
married filing jointly or married filing 
separately. Generally, you'll pay less if 
you file jointly, but there are circum- 
stances where you may want to file 
separately. If you and your spouse 
can't agree about certain particulars 
related to a return, for instance, you 
may wish to file separately so that each 
of you is only responsible for your 
own return. In some instances, filing 
separately may actually save you 
money. If one spouse has high medical 
bills, for instance, it may pay to file 
separately. If you're in doubt, you can 
prepare returns both ways and choose 
which return (or returns) to file. 

If you're not married, you may have a 
couple of options. You can choose the 
widow/widower option if your spouse 
passed away within the last two years (in 
2003 or 2004 for a 2005 return). You 
also need to have at least one dependent 
and pay for more than half the upkeep 
of your home during the tax year. 

Alternatively, you can file as a head 
of household if you do not qualify to 
file as a widow/widower and you paid 
more than half of the upkeep on a 
home in which a qualifying dependent 
lives. A qualifying dependent is gener- 
ally any dependent such as child, 
grandchild, or parent. There are special 
exceptions to qualifying dependents, 
however, so be sure to consult with a 
tax specialist. Be prepared to prove 
your head of household status should 
the IRS ask. If you don't qualify for any 
of the above, you must file as single. 

What are the standard deductions 
for 2005? 

The standard deduction may be 
higher if you're blind or over 65, but 
in general you can expect a standard 
deduction of $7,300 if you file as a 
head of household. If you're married 
filing jointly or a widow/widower, 
you can expect a standard deduction 
of $10,000. If you're married filing 
separately or single, your standard de- 
duction is $5,000. 
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What are quarterly 
estimated payments? 

Contrary to popular belief, the IRS 
requires you to pay income tax as it's 
earned. Paycheck withholdings are 
generally used to accomplish this. If 
you're self-employed, however, you 
probably don't have paycheck with- 
holdings. Estimated quarterly pay- 
ments provide a way for you to pay 
the IRS as you earn income from 
other sources. 

As the name implies, quarterly esti- 
mated payments are due four times a 
year: Jan. 15, April 15, June 15, and 
Sept. 15. You need to submit Form 
1040-ES along with your estimated 
quarterly payment. The IRS prefers 
four equal payments, but you can 
make variable payments if it's easier 
from a cash flow perspective. If your 
business is seasonal, you may wish to 
pay more in quarters where your in- 
come is higher. If you go this route, 
consult a tax professional and main- 
tain solid income records in case the 
IRS wants to know why your esti- 
mated payments fluctuated. 

Can I itemize? 

The IRS lets you deduct certain ex- 
penses from your taxable income. 
Medical bills and mortgage interest 
are two examples of common tax de- 
ductions. If the sum of your itemized 
deductions is greater than the stan- 
dard deduction, you should itemize. 
Married couples filing separately 
must both opt to itemize or both opt 
for the standard deduction. If you're a 
nonresident alien, dual-status alien, 
or if you're filing a return that covers 
less than 12 months, you are not eli- 
gible to claim the standard deduction. 

I have all the paper work filled out, 
so now what? 

There are a number of ways to 
submit your tax return to the IRS. The 
traditional method is to fill out all the 
forms by hand, stuff all the relevant 



information into an envelope, and mail 
it out to the IRS. (See "Destination: 
IRS" on page 20 for where to mail your 
return.) Today, electronic filing is be- 
coming an increasingly popular way to 
file your return. Electronic filing usu- 
ally costs a bit more, but you receive 
your return much faster, and electronic 
filing ensures greater accuracy. For 
more information on electronic filing 
vs. paper filing, see "Returning Your 
Return The Fast Way" on page 41. [rs] 

by Chad Denton 



Tax Deadlines 



Make sure you keep your tax 
deadlines in mind. Below is a 
list of red-letter tax days in 2006. 



2006 

January 1 5 Fourth 2005 quarterly 

estimated tax payment due 

April 17 Returns, payments, or 

extension requests due 
First 2006 quarterly 
estimated tax payment due 

June 1 5 Returns, payments, or 

extension requests due 
for tax payers abroad 
Second 2006 quarterly 
estimate tax payment due 

August 1 5 Filing deadline for tax 

payers who submitted 
Form 4868 

September 1 5 Third 2006 quarterly 

estimated tax payment due 

October 16 Filing deadline for those 
granted a second filing 
extension 

2007 

January 1 5 Fourth 2006 quarterly 

estimated tax payment due 
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The Times, They 
Are A-Changin' 

Make Sure Your Tax Returns Are Up-To-Date 




It's the same story every year. Tax 
time rolls around, and millions 
of Americans are busy filling out 
tax forms. But while the process 
(and frustration!) generally stays the 
same from one year to the next, the 
tax laws themselves don't. 

Each year Congress passes acts and 
bills that affect tax codes. These codes 
in turn affect how you fill out your 
tax returns. Some changes are simple, 
such as numbers adjusted for infla- 
tion. Others are a bit more compli- 
cated, such as when an item changes 
from a deduction to a credit. Here's a 
look at some of the major changes 
that may have an impact on your 
2005 tax returns. 



Definition Of A Qualifying Child 

It may seem that everyone knows 
what a child is. But that hasn't al- 
ways been the case, at least as far as 
the IRS is concerned. In order to 
claim a "qualifying child" as part of 
a benefit, such as a child tax credit, 
the child had to meet certain cri- 
teria. But under a different benefit, 
such as head of household filing 
status, the child had to meet dif- 
ferent criteria. 

In an effort at simplification, the 
Taxpayer Advocate Service, an organiza- 
tion within the IRS that works to resolve 
problems with the IRS, recommended 
that the IRS come up with a definition of 



a child that applies to a variety of tax 
benefits. And the IRS did — sort of. 

Starting with the 2005 tax year, the 
definition of a qualifying child is 
roughly the same whether you're 
claiming the child for any of five bene- 
fits: dependency exemption, head of 
household filing status, EIC (earned 
income credit), child tax credit, or 
credit for child and dependent care ex- 
penses. To claim a child for these ben- 
efits, the child must meet four criteria. 

The first two criteria apply to all five 
benefits. Under the relationship test, 
the child must be your own child (this 
includes adopted children, stepchil- 
dren, and foster children) or a brother, 
sister, stepbrother, or stepsister. In ad- 
dition, a descendent of one of these 
also passes the relationship test. Under 
the second test, the residency test, the 
child must live with you for more than 
six months of the year. 

The third criterion is the support 
test, and here's where the universal defi- 
nition starts to break down. If you want 
to claim the child under any of the five 
benefits, with the exception of the EIC, 
the child cannot have provided more 
than half of his support during the year. 
In other words, if the child provided 
more than half of his own support, the 
only benefit he can count toward as a 
qualifying child is the EIC. 

The final criterion relates to age. If 
your child meets the other three 
criteria, and she meets the age test, she 
is a qualifying child for the five bene- 
fits. But the key here is that the age test 
varies, depending upon the benefit. If 
you want to claim the child tax credit, 
for example, the child must be under 
17. If you want to claim credit for 
child and dependent care expenses, 
the child must be under 13. And if you 
want to claim the dependency exemp- 
tion, head of household filing status, 
or the EIC, the child must be either 
under 19 at the end of 2005 or a 
student. Plus, there are exceptions for 
disabilities and other factors. 
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One of the more noteworthy changes in the 
2005 tax code has to do with the definition 
of a qualifying child. 



In short, what the new definition 
translates to in practice is that if you 
have claimed a dependent child in the 
past, you may no longer be able to 
claim that child. Similarly, you may 
be able to claim a child that you 
weren't able to in 2004 or earlier tax 
seasons. But we think it's still a con- 
fusing process, and we aren't alone. 
That's why Kathy Burlison, director 
of tax implementation at H&R Block, 
recommends you take advantage of 
any help you can. 

"If you're preparing your own re- 
turn using software, look at the help 
function to ensure that you're applying 
these rules correctly," Burlison says. 

Charitable Contributions Of Cars, 
Boats & Aircraft 

Another major change you'll see this 
year has to do with donated vehicles. 
You've probably heard the ads on the 
radio or television that say, "Donate 
your car and get a great tax write-off." 
Well, you can still receive a deduction 
for these types of donations, but it may 
not be as magnificent as you expect. 

Until the last tax year, the govern- 
ment basically trusted you to tell the 
truth about the value of a vehicle you 
donated to a charitable organization. 
Now, however, you have to back up 
your word. When you donate a car, 
for example, it isn't acceptable to look 



up its resale value in a re- 
source such as the ubiqui- 
tous Kelley Blue Book and 
claim that amount on your 
tax return. Instead, if the 
car is worth more than 
$500, you can only claim 
the amount equal to what 
the charitable organization 
sold it for. 

"There was considered a 
lot of abuse in the old 
system," says Mark Lus- 
combe, principal federal tax 
analyst for CCH, a tax and 
business law information 
and software firm. "Under 
the old standard, the chari- 
ties were happy, but the government 
thought the IRS was getting cheated." 
Now, though, when the charity sells 
the vehicle, you must provide the IRS 
with a copy of the sales receipt, and the 
amount listed on that receipt is the 
amount you can claim. Of course, 
there are exceptions, such as if a 
charity uses the vehicle for its own 
purposes, or if the organization pro- 
vides the vehicle to needy people, and 
the sales price doesn't reflect the true 
value of the car. But for the majority of 
cases, the amount you can legally 
deduct is equal to the actual sales price. 

Electric & Clean-Fuel Vehicles 

Several of the tax code changes re- 
volve around vehicles, and one pop- 
ular category that filers are paying 
increased attention to is that of envi- 
ronmentally friendly vehicles. And the 
2005 change is one that makes news 
precisely because the benefit hasn't 
changed from the prior year. 

You see, several years ago, the 
government introduced a benefit for 
purchasers of electric and clean-fuel 
vehicles, such as hybrid cars. If you pur- 
chased a hybrid vehicle, for example, 
you were allowed to deduct a certain 
maximum amount (the amount varied, 
according to the type of vehicle, the 
amount you paid, and other factors) 
from your income. In 2005 that benefit 



was scheduled to phase out, and you 
would have been able only to deduct 
50% of that maximum amount. But 
now you can claim the maximum de- 
duction allowed for qualified vehicles 
placed in service in 2005. 

This is one category, however, 
where procrastination actually may 
pay off. If you've been planning on 
purchasing a hybrid or other similar 
car but you didn't get around to it last 
year (or the dealership put you on a 
long waiting list), there's good news. 
The energy act passed in 2005 creates a 
whole new regime of generous credits. 
Beginning Jan. 1, 2006, you can take a 
credit instead of a deduction on a 



DMV Windfall 



You've tallied up all your itemized 
deductions, such as medical ex- 
penses and interest paid on a home 
mortgage, and filled out your federal 
Schedule A. But there's one deduction 
that's easy to overlook. Depending 
upon the state in which you live, you 
could save yourself even more money 
by including your motor vehicle regis- 
tration fees in your list of deductions. 

There's no rule written in stone, 
but in general, if you live in a state 
that imposes a property tax on auto- 
mobiles— that is, a tax based on the 
value of the vehicle— you likely are 
able to deduct the tax on your federal 
return, and perhaps even on your 
state return. For example, in Virginia, 
you pay a tax based on the value of 
the car, and you can deduct part of 
that tax on your federal return. Or, in 
Iowa, a portion of the fee may be de- 
ducted on both your Iowa Schedule A 
and your federal Schedule A. 

Some of the other states that allow 
you to deduct some portion of your 
motor vehicle registration tax on either 
a state or federal level include Alabama, 
Connecticut, Georgia, Indiana, Kansas, 
Kentucky, Michigan, North Carolina, 
and West Virginia. For more informa- 
tion, we recommend you contact your 
local department of revenue. I 
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1 f you use your car for work purposes, you may be able to deduct your mileage. 
1 See this chart for current rates. 


2005 


Jan. 1 through Aug. 31 


Sept. 1 through Dec. 31 


Business miles 


40.5 cents per mile 


48.5 cents per mile 


Charitable services 


14 cents per mile 


14 cents per mile 


Medical reasons 


15 cents per mile 


22 cents per mile 


Moving 


15 cents per mile 


22 cents per mile 





clean- fuel vehicle, which may save you 
thousands of dollars. That's because a 
deduction is applied against your 
income (it's a deduction in the gross 
amount upon which a tax is calcu- 
lated), whereas a credit is applied di- 
rectly against your tax liability. 

Retirement Savings Plans 

The older you get, the more likely 
you are to pay attention to your re- 
tirement accounts and the associated 
tax benefits. But it's never too soon to 
start your planning. 

"Too many of us who are in our 
50s don't have money for retire- 
ment," cautions Martha Blackadar, a 



Colorado tax accountant who focuses 
on sole proprietorships. "You've got 
to watch out for this yourself." 

One of the significant changes she 
counsels her clients to pay attention to 
is the change in contributions to com- 
pany retirement plans and IRAs. That 
amount has increased dramatically over 
last year, just as it did the previous year, 
presumably because the government 
wants to encourage its citizens to save 
for retirement. The allowable amount 
varies according to the type of the re- 
tirement plan and the tax filer's age. 

For instance, if you have an IRA, 
you can deduct $4,000 for 2005, as 
opposed to $3,000 for the 2004 tax 
year. If you're 50 years or older, the 




You may be in for a significant tax benefit if you purchased or plan to purchase a hybrid 
vehicle, such as the Honda Accord Hybrid, pictured here. 



amount increases to $4,500. Or, if you 
participate in an employer's 401(k) 
plan, the amount is $14,000, or 
$18,000 if you're older than 50. 

You're probably aware that if you 
draw money out of a retirement ac- 
count early, you're likely to pay a sub- 
stantial penalty, usually on the order 
of 10%. This year, though, there's a 
change in that policy that could affect 
tens of thousands of Americans who 
live or lived in areas affected by 
Hurricane Katrina and Hurricane 
Rita. For what the government says is 
the first time ever on a broad-based 
scale, 401 (k) plan participants, some 
employees of public schools and tax- 
exempt organizations, and some state 
and local government employees can 
make "hardship withdrawals," and 
the penalty is waived. If you qualify 
for the hardship distribution under 
Hurricane Katrina, you must do so by 
March 31, 2006. 

Hurricane-Related Relief 

A "hardship withdrawal" is just 
one of the changes spawned by the 
disasters in the late summer of 2005. 
The Katrina Emergency Tax Relief 
Act of 2005 includes a provision that 
extends return due dates. Let's say 
you own your own business and pay 
estimated taxes each quarter, or you 
had planned to take advantage of the 
Oct. 17 deadline for a second exten- 
sion for filing an individual income 
tax return. If you missed those 
deadlines, don't worry. 

You now have until Feb. 28, 2006, to 
make those payments. In some areas 
the relief is automatic, whereas in 
others you'll need to identify yourself 
as a hurricane victim when you file 
with the IRS. There are a number of 
other benefits in the works, although 
they had not yet been set in stone 
when we were researching this article. 

"These benefits are brand new, 
and we're anxiously awaiting clarity," 
says Burlison. "We're likely to see 
business-related and Katrina-related 
bills soon." 
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Even if you don't live in one of the 
disaster- affected areas, however, you 
may still qualify for some benefits 
under hurricane-related tax code 
changes. Suppose you housed a dis- 
placed person for 60 consecutive days, 
and the 60th day fell in 2005. You 
may be eligible to claim a $500 deduc- 
tion for that person if you don't claim 
her as a dependent. 

Standard Mileage Rates 

The hurricanes also had an indirect 
effect on some of the tax laws because 
they, in part, affected how much we 
paid for gasoline in the latter part of 
2005. Each year, typically in the fall, 
the IRS updates mileage rates for the 
following calendar year. The IRS rec- 
ognized that we were paying higher 
prices at the pump and adjusted the 
mileage rates accordingly. The chart in 
this article shows the allowable deduc- 
tions for the standard mileage rate. 

Exemption Amounts 

Some of the tax changes you'll see 
are caused almost solely by the 
government adjusting the amount of 
a deduction to compensate for infla- 
tion or other economic factors. It 
behooves you to keep on top of these 
new amounts because they can de- 
crease the amount you owe. 

The exemption is one such case. 
For the 2004 tax year, you were al- 
lowed to deduct $3,100 for each 
exemption. In 2005 that amount in- 
creased to $3,200. If your adjusted 
gross income is above a certain 
amount, however, you may not be 
able to claim this benefit. For 
instance, married couples who file 
jointly and make more than $ 218,950 
or single individuals who make more 
than $145,950 may not be able to take 
the full exemption amount. 

Earned Income Credit Amounts 

The earned income credit amount 
also has been adjusted for inflation 
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Keep on top of tax code changes by visiting the IRS Web site (www.irs.gov). 



and other factors. The maximum 
amount you can earn and still receive 
the credit has increased by slightly 
more than 2%. If you have one quali- 
fying child and make less than 
$31,030, for example, you can receive 
the credit, whereas in 2004 the 
threshold was $30,338. Or, if you have 
more than one qualifying child and 
make less than $35, 263, you can 
receive the credit, whereas in 2004 the 
threshold was $34,458. 

Standard Deduction Amounts 

The third category in our trio of 
inflation-related changes has to do 
with standard deductions. When 
filling out your return, you need to 
make an important decision. You 
can either itemize your deductions 
and subtract the total from your ad- 
justed gross income, or you can save 
yourself some time (and possibly 
some money) by using the figure the 
government has come up with as a 
standard deduction. 

These amounts change every year, 
and they depend upon your filing 
status. Rather than walk you though 
each grouping, we'll simply remind 
you that the standard deduction has 
increased over 2004, so make sure 
you're looking at an up-to-date chart 



or using up-to-date software when 
filling out your return. 

Educator Expense Deduction 

While most of the tax changes we 
cover here are written for a broad 
group of individuals, there's one im- 
portant tax code change that we'd like 
to point out that applies to a single 
profession. Unless the law is changed, 
2005 is the last year teachers will be 
able to take advantage of the Educator 
Expense Deduction. Teachers who 
work at least 900 hours in public or 
private elementary or secondary 
schools can subtract up to $250 of 
expenses when figuring out their 
adjusted gross income. 

Future Tax Code Changes 

These are the most important tax 
changes that have been announced 
so far, but there's a good possibility 
that Congress will pass more laws be- 
fore the end of 2005 that will affect 
your 2005 return. Some of these laws 
will be simple, and others will be 
more complex, but each one could 
affect your bottom line, so it pays to 
pay attention to them. Qjs] 

by Heidi Anderson 
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Destination: IRS 

Where To Send Your Personal Tax Return 




There are six locations in the United States that 
process tax returns (Andover, Mass.; Atlanta, Ga.; 
Austin, Texas; Fresno, Calif.; Kansas City, Mo.; 
and Philadelphia, Pa.). Where you send your tax 
return depends on where you live. Although most states 
file returns in a nearby geographic location, that is not al- 
ways the case. For instance, residents of Rhode 
Island do not file their returns in nearby 
Andover, Mass. Instead, Rhode Island filers 
send their returns to Atlanta, Ga. Below are 
the six addresses for Tax Year 2005 returns 



The Six Locations 



and a color-coded map that illustrates where each state 
files personal tax returns. Note that tax professionals must 
send returns to different states than individuals filing tax 
returns. Also, see the ZIP Code Extension sidebar for im- 
portant information about which four-digit extension you 
should add to the five-digit ZIP code before you send your 
tax forms to the IRS. 



Internal Revenue Service 
Fresno, CA 93888 

Internal Revenue Service 
Austin, TX 73301 

Internal Revenue Service 
Kansas City, MO 64999 

Internal Revenue Service 
Atlanta, GA 39901 

Internal Revenue Service 
Philadelphia, PA 19255 

Internal Revenue Service 
Andover, MA 05501 
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ZIP Code Extensions 



When you send your tax return, you should 
use a nine-digit ZIP code. You can deter- 
mine the four-digit extension to the standard 
five-digit ZIP code by noting which type of tax 
return you are filing. The following chart shows 
which four-digit extension you should use for 
each type of tax return. For example, if you file 
in Fresno, CA 93888, you would use the ZIP 
code 93888-0002 for a 1040 form with no en- 
closed payment and the ZIP code 93888-01 14 
for a 1040EZ form with an enclosed payment. 



Tax Form 


Four-Digit Extension 

(if you do not 
enclose a payment) 


Four-Digit Extension 

(if you do enclose a 

payment) 


1040 


0002 


0102 


1040 A 


0015 


0102 


1040EZ 


0014 


0102 


1040X 


No four-digit 
extension required. 


No four-digit 
extension required. 


4868 


0002 


N/A - See the 

Additional Addresses 

sidebar. 




Additional Addresses 



Some types of forms have 
unique mailing addresses. The 
following are tax forms which do 
not go to the same filing location 
as the forms listed above. 



1040-ES 

Varies by state. See www.irs.gov 
for details. 



1040-ES (NR) 

P.O. Box 80102 
Cincinnati, OH 45280-0002 



4868 (with a payment enclosed) 

Varies by state. See www.irs.gov 
for details. 



8855-V 

P.O. Box 105571 
Atlanta, GA 30348-5571 



International 



(APO, FPO, American Samoa, nonpermanent residents of 
Guam or the Virgin Islands, Puerto Rico, or a foreign 
country): Philadelphia, Pa. 



Compiled by Kylee Dickey 
Graphics & Design by Jason Codr 
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Common Tax 
Mistakes 

Tips To Help You Avoid Typical Return Blunders 



In the days before software 
made home tax preparation 
so much easier than using 
pencil and paper, error 
checking depended on your 
prowess with a calculator and 
pencil eraser. But even though 
modern-day tax filing programs 
automatically detect many mis- 
takes, it's still easy to make the 
kind of blunders that might re- 
sult in costly fines or an audit, or 
at the very least delay your re- 
fund by weeks or even months. 

You can protect your pocketbook 
and fend off audits by avoiding 
common filing mistakes. We pin- 
pointed many of the missteps that tax- 
payers commit during tax season so you 
can avoid repeating those same 
bloopers with your return. 




folder until you have all of the forms 
you need to complete the job. If you 
need extra forms and the IRS doesn't 
mail them to you, start looking. You 
can dig them up at post offices and 



i 



Get Organized 



Waiting until the last min- 
ute to find all of the numbers 
you need to calculate your 
taxes is a sure way to make un- 
necessary mistakes. You can 
prevent a lot of misery just by 
staying organized and filing 
your tax return well before the 
final deadline. Designate a 
large folder for all of your tax- 
related forms. When you re- 
ceive W2s and other forms in 
the mail, tuck them inside the 



1 a - 1 asas j y_ ■ 
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Profit or Loss From Business 

{Sole Proprietorship) 

► Partnerships, joint ventures, etc.. must file Form 1065 or 1065-B, 
► Attach 1o Font) 10*0 on W1 ► %•>• li.Mru.-ti«w lor Schedule C (Form 1010), 




(Form 1040) 


04 


MmeefcnixMK 


»"*"«-•' ™*?tm 


A Principal butanes 


>' i ", ' hiding product or service {see page C-2 of the instructions) 


'""wTnTii 


c Bufttssrerne. 


1 no S9psrat9 business name, loawe blank. 





Oo*.«.if-«i|;-ti-.-i •;.■!,•■. C.ullr.T. II tl 

employee" box on thai form was ch 
Pelurns and allowances . . . 



Cost of goods sold (from line 42 on pa$e 2) 



If the IRS didn't send you the forms you need, don't 
worry. You can download and print tax forms posted 
to the IRS Website. 



libraries, call and request them from 
the IRS, or simply download them 
from the IRS Web site (www.irs.gov 
/formspubs/index.html). Wait until the 
last minute, and you may be fighting 
over the last tax booklets with other 
desperate people at your local library. 



^ Inspect The Numbers 

When you receive your W2s, 
don't immediately throw them 
into your organizer. Check each 
line of this form (and Form 1099s, 
too), to make sure all the num- 
bers are correct. If you see dis- 
crepancies in any of your figures, 
have them fixed right away, other- 
wise the IRS' numbers won't 
agree with the ones you list on 
your return. Not only will that 
cause headaches for you and the 
IRS, but you won't receive your 
refund anytime soon, either. 



D Deductions Take Time 

If you rush through your tax return, 
using the simplest route to complete 
the job every year, you might miss de- 
ductions that save you money. 
Set aside enough time to do 
the job right, and review any 
major life events before you 
get started. So if you bought a 
new house, got married or di- 
vorced, or incurred a heap of 
medical expenses, you might 
want to itemize your de- 
ductions. That means you 
won't be eligible to use Form 
1040EZ, which is easy to fill 
out because it omits those de- 
ductions and credits that may 
work to your advantage. Form 
1040 will help you calculate 
the deductions and credits for 
student loan interest, alimony 
payments, IRA contributions, 
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and much more. If you doubt 
your competence in dealing 
with deductions, consult a 
professional for assistance. 
The money you save with de- 
ductions might well pay the 
accountant's bill and still leave 
extra cash in your own pocket. 



t Sign It 

If you owe money on your 
taxes, be sure to make the 
check out to the right entity, 
and don't forget to sign your 
check, too. Many people make 
out their checks to "IRS," 
when in fact it's much safer to 
write the check to the United 
States Treasury. This basic 
change greatly reduces the 
chance that a thief who nabs 
your check will be able to alter 
the To: line and then cash 
your check. And no matter 
what you do, don't neglect to 
sign your check. Many people 
purposely "forget" to sign as a 
delay tactic, but the feds are fa- 
miliar with this trick. If the 
IRS sends back your check for 
you to sign, there's a chance 
you'll miss the filing deadline 
and get hit with a late fee too. 



Don't Be Careless 
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Most people still file their returns on paper, but using 
the free e-file system has distinct advantages — for one, 
it catches many small mistakes that are easy to miss 
when you file a paper return. 
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TurboTax is one of many programs that will help you 
complete and submit your returns electronically. These 
programs catch many miscalculations so you don't have to. 



in half the time (or even less) it 
would take if you file using a 
paper-based return. According 
to the IRS, the error rate for 
paper returns is exponentially 
higher than with e-filed re- 
turns, primarily because e- 
filing identifies very basic 
mistakes as you submit your 
return. For example, it pin- 
points returns with incorrect 
social security numbers, and it 
immediately rejects such re- 
turns until you enter the cor- 
rect number. Also, e-filing is 
free for all taxpayers. Visit the 
IRS' Web site (www.irs.gov 
/efile) for more details. 



Pick Direct Deposit 



Basic math mistakes account for 
many tax return errors. It's very easy to 
calculate incorrect sums, or to transfer 
the wrong numbers from one schedule 
to another. You might think that tax 
software programs, with their pow- 
erful integrated calculators, will catch 
most problems, but even these techno- 
logical wonders can't stop you from 
incorrectly entering your first sets of 
numbers. Transpose one number in a 
single figure, for example, and all of 
your subsequent numbers will be 
wrong, too. Double-check all of the 
numbers you enter, because a quick, 



simple review could save you a lot of 
frustration in the long run. 



U Use An E-filing System 

If you're a math junkie, calculating 
and filing your taxes with pencil, paper, 
and stamps might be an event you 
savor every April. Even if that unlikely 
scenario applies to you, forget the old- 
fashioned tax return process and start e- 
filing. There are two main reasons you 
should e-file: it cuts down on mistakes, 
and it may help you receive your refund 



Taxes aren't much fun, but 
getting a refund is — one reason 
you should select the direct de- 
posit option for your refund. If 
you consider the logistics that 
the IRS and postal service deal 
with when refunding checks, 
you'll see why direct deposit is 
the only way to go. The IRS 
must create millions of checks 
and then mail them. Then the 
postal service has to deliver 
your check to your mailbox. 
Delays may occur at any point 
in the process, a reason that 
most people who opt for direct 
deposit get their refunds a week 
or more sooner than people who don't. 
But as with all matters related to taxes, 
make sure you supply the right bank ac- 
count number for the deposit, other- 
wise you'll experience a delay. 



8 



You Still Need Stamps 



The IRS encourages people to e-file, 
but most taxpayers still opt to file paper 
returns. That's not a problem, of 
course, unless you wait until the last 
frantic minute to drop your return in 
the mailbox. Unfortunately, that's when 
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many people forget to put adequate 
postage on their returns, meaning the 
postal service will kick back those re- 
turns and cause them to miss the riling 
deadline. So remember to put stamps 
on your return, and when you're not 
sure how much postage you need, keep 
in mind that it's better to use too much 
than too little. 



• Address Corrections 

You won't receive your refund check 
if the government can't find you. Every 
year, the postal service sends back 
thousands of checks to the IRS because 
people put the wrong address on their 
returns, or because they move before 
their check arrives and fail to provide 
proper forwarding information. 



10 



Withholding Details 



If you're one of those lucky folks 
who receives a large refund check every 
year, you should find out how much 
withholding you opted for on Form 
W-4. It's not always to your advantage 
to choose the maximum withholding; 
when you do so, you're effectively 
giving the feds an interest-free loan. A 
lower withholding may maximize your 
take-home pay. This is a factor you 
should analyze closely, especially if you 
switched jobs during the year and 
haven't figured out which federal and 



IRS Audit Flags 



The IRS doesn't disclose its magic 
formula for identifying tax returns 
that need auditing. But there are a 
number of steps you can take to re- 
duce the chances you'll wind up in this 
unenviable position. 

Keep in mind that the IRS is much 
more likely to audit complex returns 
than simple ones. Taking standard de- 
ductions means your return will face 
less scrutiny than one that has many 
itemized deductions. 

If you have a side business at home 
that you report using Schedule C, and 
that business tends to incur losses every 
year, the IRS may investigate to make 
sure you're not simply using a so-called 
business as a cover for a hobby that 
doesn't make money — the IRS, of 
course, doesn't let you deduct hobby 
losses. The IRS audits Schedule C filers 
much more frequently than other 
groups, so if your business doesn't profit 
and doesn't really have a professional 
plan, don't take deductions for it. On 
the other hand, if your business is legiti- 
mate but you just need more time to 
turn a profit, make sure you have a sub- 
stantial, documented business plan in 
place. Without that plan, your business 
has less standing in the eyes of the IRS. 

Your odds of being audited jump 
substantially if you earn more than 
$100,000 per year, primarily because 
more tax money is at stake. If you 
have a high income, keep accurate 



records of important transactions and 
don't take a chance with any ques- 
tionable deductions. 

The IRS looks for other signs that 
an audit may be in order. Keep in 
mind that you'll be more closely scru- 
tinized if you file a return with these 
deductions: large business meal and 
entertainment deductions, deduc- 
tions that are very large compared to 
your income, a high income that's 
much higher than a previous year, 
many noncash charitable deductions, 
or unreported income from sources 
such as investment dividends and 
contract work. 

Even if your return includes one or 
more factors that might put you at 
greater risk of an audit, you can level 
out the odds a bit by taking a few other 
precautions. If you have to write ex- 
planatory notes onto your forms, don't 
be sloppy, and be concise. Don't omit 
relevant information and never round 
numbers when you're performing cal- 
culations. And whatever you do, hold 
onto tax forms and receipts for five 
years, minimum, just in case you need 
proof of your financial activities. 

If, in spite of all your efforts, the IRS 
still chooses to audit your return, don't 
despair. Every year the IRS analyzes 
thousands of returns and determines 
that the government actually owes 
people bigger returns than they calcu- 
lated for themselves. I 
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Choosing the 
maximum withholding 
might guarantee you a 
large return, but it's not 
always the most 
effective way to use 
your money. The IRS 
Web site has a 
withholding calculator 
to help you change 
your withholding to 
meet your needs. 



state withholding combinations work 
best for your new situation. 

The Write-off 

Tax return errors can cost you, so 
it's in your best interest to avoid blun- 
ders that many taxpayers repeat year 
after year. With a bit of preparation, 
you'll dodge a lot of these problems, 
prevent a lot of stress, and maximize 
your refund, too. H 

by Nathan Chandler 
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The Withholding 
Issue 

There's More Than One Way To Pay 
Uncle Sam His Due 



If you're like most workers in 
this country, you draw a pay- 
check every week or two, al- 
though you never get your 
hands on a portion of your earn- 
ings. Instead, your employer skims it 
off and sends it to the IRS, which 
credits the amount against your an- 
nual tax bill. 

If you're self-employed, chances are 
you utilize a different method — quar- 
terly estimated payments — to give 
Uncle Sam his due, so most of the 
topics in this article don't apply to 
you. (See "More Money, More 
Problems" on page 28 for more infor- 
mation about quarterly tax paments.) 
For the majority of workers, though, 
their withholding is an ongoing fact of 
life, which many people don't give 
nearly as much thought as they should. 

Consider Periodic Re-evaluation 

Workers often treat withholding 
as a set-once-and-forget factor. 
When they arrive at a new job, they 
fill out their required W-4 form, on 
which they claim a number of al- 
lowances — mainly the dependents 
you'll claim on your tax return. The 
employer sets the amount withheld 
from each paycheck based on this 
information. They then turn the 
form in to their payroll clerk or 
human resources department and 
never give it another thought. 




In fact, withholding can be more 
flexible than that, and you can change 
your number of allowances whenever 
you want to, so you end up with more 
or less withheld from your check. 

This is, perhaps, less an issue today 
than it would've been a decade or two 
ago. Overall, loyalty in the workplace 
has diminished on both sides, and 
people change jobs — even careers — 
more often than they used to. Each 
new position means a new W-4 form, 
so there's less time for one's optimal 
withholding and actual withholding 
to grow increasingly out of sync. 

Still, let's say you change jobs every 
five years. A lot can happen in that 
time that would affect your annual 



tax liability, which may necessitate an 
adjustment to your withholding ... 
assuming you want the two to con- 
tinue to correlate. 

Some of the more common events 
that might come up are major life 
changes: getting married, getting di- 
vorced, the birth of a child, buying a 
new home. Others are strictly financial 
in nature: paying interest on a student 
loan, being hit with medical bills in ex- 
cess of 7.5% of your income, and re- 
ceiving a substantial raise — especially if 
it puts you in a higher tax bracket — or 
a pay cut that knocks you lower. On a 
more short-term basis, you may qualify 
to adjust your withholding to ease the 
blow of an investment that turned bad 
and stuck you with capital losses. 

As well, if you learn of tax credits 
that you may qualify for, you'll cer- 
tainly want to take advantage of 
those. (A tax credit is generally de- 
fined as a limited-time, direct reduc- 
tion in your liability based not on 
your tax bracket, but on your meeting 
certain criteria — for instance, incur- 
ring educational expenses or the costs 
of adopting a child, putting away eli- 
gible savings, and many more.) 

In short, any deduction, exemp- 
tion, credit, or loss that will lower 
your tax bill next April 15 is worth a 
fresh look at your W-4 form, so 
you're not forking over any more to 
the IRS than you need to. 

Withholding Strategies 

So when should you adjust your 
withholding? Here's a good rule of 
thumb: If, on the day of reckoning, 
you owe at least an additional 10% of 
what you've already paid in, or you're 
due for a refund in excess of $500, it 
would probably behoove you to recal- 
culate your withholding. 

However, that's assuming you want 
to keep it as close to your actual tax li- 
ability as possible, so you'll more or 
less break even on your tax return. In 
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Form W-4 (2005) SEM?£SX K^S ^I^^Kn'E'.SUiSSS 



February 16,. 2006. See Pub. MS. Tsx Wi<hhoHiin 9 
il (aj your .ncome exceeds * 



Cheeky™ withholding, Allivycw- Four W J -,i< 



id rex payments using Form 






Personal Allaw.inees Worksheet -Kerr: :oi 



A Enter "1" for yourself <r no one else can claim you as a dependent 

{• You are single and have only one job; or 
• You are married, have only one job, and your spouse does not work; or J . , 

C Enter "1" tor your spouse. But, you may choose to enter "-Q-" if you are married and have either a working spouse or 
more than one job. (Entering "-0-" may help you avoid having too little tax withheld.) 

D Enter number of dependents (other than your spouse or yourself) you will claim on your tan return ...... 

E Enter "I " il you will file as head ol household on yout tax return {see conditions under Head of household abort) , 

F Enter "1" II you have at least 11,500 of child or dependent care expenses for which you plan to claim a credit . , 
(Note. Do not include child support payments. See Pub. 503, Child and Dependent Caw Flenses -c rjetai s .j 

G Child Tax Credit (including additional child tax credit): 

• II your tolal income will be less than S54.OO0 (£79,000 if marned), enter "2" for each eligible child, 

• If your total income will be between $54,000 and $64,000 ($79,000 and $119,000 il married), enter "1" lor each eligible 



i Add Unas A through G and enter total here. (Not*, This may be different from the number of exempts 
For accuracy, r • If you plan to Itemize or claim adjustments to income and want to 
complete all and Adjustments Worksheet on page 2. 



seyaur wilhholdiiifl, see the Deductions 



Form W-4 Employee's Withholding Allowance Certificate io»».im.™. 

Dwrtimi <J 1* iiwiy *■ Whtfrwr you ar. .miUtd to claim a cwtain numlarol allowances or ...motion from wrthhokSns is '. (J H 
,, . ,-,..,., | subjeri to .cwow b m taut IRS. | ^"*"» 


t Type orpnrty^fet-v,™ and r»ddl» Mill 1 Last ham. 2 Your **,*. KKurily numr* 


Horn, «M. e » (numbar and slrwt or rura. rout,) 


^ i^mfrr^i^Sx^^o^^rL ^srt'a^ ^c^ 1 ^' ri^ScTrr^^.^t^ 


Qty or town, slale. and ZIP code 




5 Total number of allowances you are claiming (from line H above o 

7 I claim exemption from withholding for 2005, and I certify thai 1 m« 

• Last year 1 had a right to a refund of all federal income tax with 

• This year 1 expect a refund of all federal income lax withheld b 
If you meet boih condition nrq here 


from the applli .: ige ?1 6 

lels 


«l both of Ihe following conditions for exemption, 
held because 1 had no tax Lability and 
causa 1 expect to have no tax liability. 


* |7| 



it. No. 102200 Fdrm W-4 (20O5) 



te. Use this worksheet only il you plan to ton i ■ daJm adjustments 10 income on your 2005 ta 

Enter an estimate of j 5 noed deduct : lude qualifying home mortgage interest. 

.......... .... 

miscellaneous deductions. (For £005. you may have to reduce your itemised deductions if your income 

is over $145,950 (S72.975 if married filing separately). See WorirsheBf 3 in Pub. 919 for deiails.) ... 1 * 

f 11 0,000 if married filing jointly or qualifying widow(er) | 

Enter J $ 7,300 il head of household j 2 $ 

[ t 6.000 if single or married filing separately J 

Subtract line 2 from line 1. Illine 2 is greater than line 1. enter "-0-" 3 $ 

Add lines 3 and 4 and enter the total, {Include any amount lor credits from Wortsfreef 7 in Pub. 91 9} , 5 f 

Enter an estimate of your 2005 nonwage income (such as dividends or interest) . , 6 * 

Subtract line 6 from lines. Enter the result, but not less than "-0-" . 7 I 

Divide the amount on line 7 by $3,200 and enter Ihe result here, Drop any fraction 8 

Enter Ihe number from the Personal Allowances Worksheet, line H. page 1 9 

Add lines S and 9 and enter Ihe total here. If you plan to use the Two- Earner/Two- Job Worksheet, also 

enter this tolal on line 1 below. Otherwise, stop here and enta Hja tolal on Form W-4. line 5. pao,e 1 . 10 

Two-Eamer/Two-Job Worksheet or, page 1.) 

te. Use this w 

Hnd the number in Table 1 below thai applies to Ihe LOWEST paying job and enter It here . , . , 2 

II line 1 is more than or equal to line 2, sublract line 2 from line I. Enter the result here (if zero, enter 

"-0-") and on Form W-4, line 5, page 1. Do not use the rest of this worksheet 3 

te. If line 1 is (ess fftart line 2, enter "-0-" on Form W-4. ime 5, page t. Complete lines 4-9 below lo calculate the additional 
withholding amount necessary lo avoid a year-end tax bill, 
Enter the number from line 2 of thi 
Enter the number from line 1 of thi 

Subtract line 5 (rom line 4 6 

Find the amouflt In Table 2 below that applies to the HIGHEST paying job and enter it here . . . , 7 $_ 

Multiply line 7 by line 6 and enter the le suit here. This is the additional annual withholding needed . 8 $ 

Divide line a by the number of pay periods remaining in 2005. For example, divide by 26 if you are paid 
every two weeks and you complete this form in December 2004. Enter the result here and on Form W-4, 

line 6. page i. This is the additional amount to be withheld from each paycheck 9 $ 

Table '.: Tivu-Euriier/Two Job Worksheet 



45,001 - 50,000 



Table 2: Two-Earner/Two-Job Worksheet 



Married Filing Jointly 


All Others 


II waaes liwn highest 
payir: , : 


NnefSJov. 


^TaTj^* 1 


KrTrabow 


SO - 360.000 
150,001 . 285.000 


tjlf! 


320.001 and over 


1,060 



Here we see both pages of the IRS' W-4 form, necessary for establishing your payroll withholding. Yep, it's just as fun as it looks. 



practice, you may want to do things a 
little differently. 

Now, it's never a good idea to delib- 
erately underpay your withholding. If, 
come April, you suddenly find yourself 
unable to make up the shortfall, you've 
needlessly weakened your financial 
health — particularly if you have to go 
into debt to pay the bill, or incur interest 
penalties, which means that you could 
feel the pinch for a long time to come. 

But what about deliberately over- 
paying your withholding, so you get it 
back in one lump sum the next year? 
For many people, the idea of handing 
the government what amounts to an 
interest-free loan is unthinkable. But, 
depending on one's financial tem- 
perament, it may be the best solution 
for workers who perpetually find 
themselves short of funds for things 
they want to do. 

"You have to divide taxpayers into 
A and B categories. Are they savers or 
are they spenders?" says Rex Scott, an 



Illinois-based CPA. "If they're save- 
rs, then keeping [their withhold- 
ing] close will work for them. But 
if they're spenders, they'll need to 
have that windfall if they end up 
owing for something else. They're not 
going to have the money, whereas a 
saver would." 

So, with these in mind as our tax- 
payer templates, let's look at two strate- 
gies for withholding, their pros and 
cons, and which may be right for you. 

Keep your withholding as close as 
possible. Traditional wisdom holds 
that this is the ideal method, especially 
for people who live by the advice that 
first showed up in Shakespeare: 
"Neither a borrower nor a lender be." 

However, this requires that the 
person be in the habit of exercising 
good financial judgment and disci- 
pline. If you've just started snickering, 
you probably know somebody who's 
just the opposite. . . maybe as close as 
in the bathroom mirror. 



The advantages of this strategy 
should be obvious: You maximize 
your take-home pay, and the money 
you've earned is under your control 
from the very start. That may mean 
extra bucks to play around with 
recreationally during your pay period 
or to let accumulate over the short 
term for an upcoming purchase — 
home theater components, for in- 
stance — or to put toward a few extra 
gifts for the holidays. 

If you're the frugal sort, you can 
put this money to work for you and 
your family, such as depositing it in 
an IRA, or buying mutual funds or 
individual stocks and bonds. The in- 
terest that you earn on the difference 
between optimal and overpaid with- 
holding may not seem like a great deal 
in any one year, but compounded 
over a few decades, it can add up to a 
substantial sum. 

Assuming you have the discipline to 
make the most of this strategy, it's 
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tough to think of a downside to it, and 
in fact it may only be psychological: 
Who doesn't love getting a tax refund? 

Overpay your withholding. On the 
other hand, some people prefer to let 
their employer withhold a little more 
than is necessary from each paycheck — 
a kind of invisible savings account that 
gradually builds up and only becomes 
available to them months later. 

To employees who have plenty of 
self- discipline, this sounds like a classic 
case of letting somebody take advan- 
tage of you. After all, why should 
Uncle Sam get to draw interest on your 
money when you could be putting it to 
work for yourself, instead? 

But remember, some taxpayers are 
Type B's — spenders. If they were to 
have that extra money in their control 
as soon as they got their paycheck, 
there's a good chance they would soon 
find some means of letting it dribble it 
away before the next pay period. 

Financial advisors are aware that this 
is simply the nature of some people, 
and they're probably not going to 
change. Instead of chastising them for 
lacking the self-control of a Type A tax- 
payer, good advisors take a pragmatic 
view of overpaying one's withholding. 

"It's another way to discipline your- 
self," says Traci Kirk, a Colorado- 
based financial planner who recently 
launched her own firm, It's All About 
You. "We have a finite amount of 
money and an infinite amount of 
things we want to spend it on. 
However we can trick ourselves into 
making our limited resources work, 
it's important to make that effort." 

By overpaying, you're surrendering 
temporary control of that money, but 
doing so for your own good. It's out of 
sight and out of mind, and you can't 
spend what you don't have. 

But won't someone who has over- 
paid, only to get it all back at once, 
just spend that refund as quickly as 
his or her paychecks? Maybe. Or 
maybe not. Some people find it easy 
to let money slip through their fin- 
gers $10 and $20 at a time, but once 
they have a lump sum of several 



hundred dollars or more, 
their fists get tighter. 

However, even if they do 
spend their refund immedi- 
ately, overpaying still might be 
a useful way to achieve a 
longer-term goal. 

"If people recognize that they 
wouldn't save money any other 
way — to go on vacation, or to 
deposit in an IRA, or remodel 
the kitchen — if that's what they 
need to do to discipline them- 
selves, then they should do it," 
Traci Kirk says. "Especially if it 
means not putting those ex- 
penses on credit cards and cre- 
ating credit card debt." 

That last caveat is especially 
important. Amassing credit 
card debt can only harm you in 
the long run. Millions of 
Americans are trapped in the 
cycle of being able to afford to cover 
only their minimal monthly payment. 
If the charges are high enough, credit 
card interest can bleed away hun- 
dreds, even thousands, of dollars over 
a period of years before the sum is fi- 
nally paid down. 

So if overpaying your withholding 
will help you stay out of that trap, it's 
a no-brainer. Do it. 

We've seen the advantages of over- 
paying — for Type Bs, at least. What 
about the downsides? 

There's a big one, and we've men- 
tioned it already: You're surrendering 
temporary control of money that is 
rightfully yours. The same lockbox 
strategy that keeps you from frittering 
your money away also means that it's 
beyond your reach in the event of an 
emergency, when you might genuinely 
need it. Although you could adjust 
your withholding to fatten your pay- 
check a bit, you'll still have to wait until 
you file your tax return to claim what 
has already accumulated with the IRS. 

How To Adjust Your Withholding 

Making an adjustment means filing 
a new W-4 with your employer, but 
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[ Start Over J 



The IRS' online Withholding Calculator is a 
user-friendly tool for tallying how close you are 
to matching your tax liability. 



you'll first need to spend some time 
crunching numbers. 

The form itself puts a couple of 
worksheets at your disposal. The top 
half of page one is the simplest, and 
covers your personal allowances. Page 
two is more complicated, letting you 
analyze the effect of various credits, 
deductions, adjustments, and two- 
earner and/or two-job situations. 

A W-4 form should be yours for 
the asking from your employer, but if 
you're prone to scratch-outs and 
smudges, you can also download it 
and print as many as you need from 
www.irs.gov/pub/irs-pdf/fw4.pdf. 

You say you abhor messy paper- 
work? For you, the IRS has an online 
Withholding Calculator, a five-page 
interactive form that walks you 
through from start to finish and re- 
ports what to expect at your present 
level: www.irs.gov/individuals/ar 
ticle/0„id=96 1 96,00.html. 

Whether you need to increase or 
decrease your withholding, or just 
confirm that you're right on target, 
both of these resources will help you 
get the job done. Qjs] 

by Brian Hodge 
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More Money, 
More Problems 

Mastering The Estimated Tax Guessing Game 




Did you just make a killing in 
the stock market? Did that 
little consulting business 
you started on the side take 
off beyond your wildest expectations? 
Congratulations, but don't pop the 
cork on that bottle of bubbly just 
yet — your good fortune may have 
triggered a tax problem. 

For those of us on salary or on the 
clock, our taxes are taken care of 
through withholding tax payments 
taken out of each paycheck. Come 
filing time, we're only responsible for 
a tax payment if our withholdings for 
the year didn't meet our total tax bill. 
In that case, we simply cut the IRS a 



check — painful, but simple. If a sig- 
nificant portion of your income for 
the year was not subject to with- 
holding, however, you likely are 
responsible for making quarterly esti- 
mated tax payments instead of just 
paying all your taxes at the end of the 
year. "Where estimated taxes really 
come into play is if you have income 
which is not subject to withholding," 
says Martin Nissenbaum, National 
Director of Personal Tax Planning at 
Ernst & Young (www.ey.com). "That 
typically includes investment income 
like capital gains, dividends, and in- 
terest if you have large amounts of 
that, or if you are self-employed." 



How much is too much? The rule of 
thumb is that if withholding doesn't 
cover at least 90% of your current 
year's tax bill, and your tax bill after 
withholding is $1,000 or more, expect 
to pay quarterly estimated tax pay- 
ments. Failure to pay means you'll be 
charged a penalty in the form of in- 
terest that has accumulated on your 
debt. "Back in the bad old days, if you 
missed by a dollar you had to pay a 
penalty on the entire tax that you 
eventually owed," says Nissenbaum. 
"Under the rules as they exist now, you 
only have to pay a penalty to the extent 
that you missed that safe harbor." 

Safe Harbor 

The safe harbor Nissenbaum refers 
to is a major exception to the esti- 
mated tax rules, and it's a tremendous 
benefit to those who have a big but 
temporary spike in their income. In 
the first year that your income triggers 
a situation where you would have to 
pay estimated taxes, you won't be sub- 
ject to penalties as long as you've 
withheld taxes and paid in estimates 
equal to your previous year's tax lia- 
bility. For example, if you owed 
$10,000 in 2004 but a jump in income 
raises that tax liability to $100,000 in 
2005, you won't be subject to penalties 
as long as you withheld or otherwise 
paid in $10,000 during the tax year. 
Obviously you are still responsible for 
the remaining $90,000 in taxes, but as 
long as the payment is postmarked by 
April 15, you're in the clear. 

One thing to remember when 
taking advantage of this safe harbor is 
that the rules change a bit if you make 
more than $150,000 a year. In that 
case, using the example above, "then 
the safe harbor for 2005 is actually 
110% of the prior year's tax liability," 
says Nissenbaum, "so instead of 
paying in $10,000, you'd have to pay 
in $11,000 to be sure that you weren't 
subject to any penalties." 
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Making The Payments 

The safe harbor only works for 
one year. If you are subject to paying 
estimated taxes two years in a row 
(or more), then with few exceptions 
your estimates must be paid each 
quarter, and you must be much 
more precise with the amounts you 
pay. This includes self-employed 
people, small business owners, and 
anyone else who generates a signifi- 
cant amount of taxable income that 
is not subject to withholding. 

For most people, estimated taxes 
are due (meaning they must be post- 
marked by) April 15, June 15, Sept. 
15, and Jan. 15, with the first esti- 
mated tax payment due April 15. 
"Doubling up on April 15, you have 
your balance due for last year and 
then you have your first quarter for 
the following year, so you want to 
make sure you budget for all those 
payments," says Nissenbaum. 

Take a closer look at the due dates, 
and you'll also notice that only two 
months pass before your next pay- 
ment is due in most cases, which 
requires some extra preparation. 
There's a much larger gap between 
the September and January payments, 
but if you itemize deductions, it's 
often advantageous to make the 
January payment by Dec. 31, so you 
don't have to wait an additional year 
to write off the deduction. 

Those who know a little bit about fi- 
nance can use IRS Form 1040-ES Esti- 
mated Tax for Individuals (www.irs. 
gov) to determine how much they need 
to pay each quarter. It's a fairly compli- 
cated form, and we highly recommend 
that you sit down with an accountant to 
run through the numbers and figure 
out how everything fits together. Most 
tax preparation packages, such as those 
reviewed and discussed in this issue, 
also include tools that walk you 
through your estimated tax payments. 

The one good thing about 1040-ES 
is that it includes the vouchers you'll 
need to mail to the IRS, along with 
any checks you send. (Don't mail the 



worksheet, and be aware that esti- 
mated tax payments go to a different 
address than your annual tax payment 
does.) The IRS will also mail you 
packets of vouchers after you make 
your first payment. Alternatively, the 
IRS lets you make payments electroni- 
cally through the Electronic Federal 
Tax Payment System (www.irs.gov 
/efile.) and can automatically deduct 
funds from a bank account or charge 
them to a credit card on file. 

You'll also need to obtain estimated 
tax forms for your state, as those pay- 
ments are also due at the same time as 
the ones you submit to the IRS. In 
most cases, these forms are available 
online (check www.taxadmin.org/fta 
/link/forms. html for state tax Web 
sites), and some states also let people 
make their estimated payments elec- 
tronically. Pay close attention to state 
laws regarding estimated taxes as they 
may vary slightly from the federal laws 
discussed in this article, and once again 
it's always a good idea to discuss these 
things with an accountant. 

Some people like to pay their esti- 
mated taxes early or to overpay to 
avoid penalties. Although 
there's nothing stopping you 
from doing this, most experts 
recommend against it. By 
paying more than you need to 
or paying earlier than neces- 
sary, all you're doing is giving 
the government an interest- 
free loan at your expense. 
For example, if you accrue a 
$4,000 tax liability by selling a 
stock, you can pay the entire 
$4,000 immediately, spread it 
out over four equal payments, 
or wait to pay until April 15 
(assuming you're withholding 
taxes equal to your previous 
year's tax liability). In this sit- 
uation, Nissenbaum recom- 
mends putting the $4,000 into 
an interest-bearing investment 
that you can't touch until your 
final tax payment is due. "One 
of the things we might suggest 
is investing it in a T-bill that 



matures on April 15 or buying a CD 
that matures on April 15 so that the 
money is there for sure when you 
need it to pay your taxes," he says. 

The Quarterly Exception 

Estimated taxes are bearable if you 
have a somewhat steady income, but 
what about people who rely on sea- 
sonal income, receive large amounts of 
money in lump sums one or two times 
per year, or who bill erratically? They 
can take advantage of an alternate way 
of calculating estimated taxes called the 
annualized income installment method 
that lets them avoid making big esti- 
mated tax payments in periods when 
they have little income or are running a 
deficit. "You sort of close your books 
every quarter, figure out what your in- 
come was for that period, and then cal- 
culate what your tax would be based on 
what you earned in that period of 
time," says Nissenbaum. "Or let's say 
you had a big capital gain in October. 
You don't have to worry about the fact 
that you didn't pay estimated taxes at 
the beginning of the year — you can just 
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Forms like the intimidating 2210 are some of the 
best reasons to let a CPA handle your estimated 
taxes, especially if you run a seasonal business. 
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sort of catch up when you file your es- 
timated tax payment on January 15." 

The only downside to this is that it 
requires filling out IRS Form 2210, 
Underpayment of Estimated Tax by 
Individuals, Estates, and Trusts, which 
is best left to a professional. If you 
think you can benefit from the annu- 
alized income installment method, 
contact an accountant. 

How To Get Out Of Estimates 

Many people can't get around 
paying estimated taxes, but you may 
be an exception. One of the main 
things to bear in mind is that the 
government considers all taxes that 
are withheld to have been paid in 
equal installments throughout each 
quarter, regardless of when the 
money was withheld or how much 
was withheld. For example, if you are 
salaried and withhold an extra 
$1,000 from your December pay- 
check, the government treats it as 
four equal quarterly installments of 
$250 for estimated tax purposes. 
There's no better way to avoid 
paying interest for estimated tax un- 
derpayments as long as you can gen- 
erate enough withholding to cover 
the deficit, and if you withhold 
enough to cover your entire esti- 
mated tax liability, there's no need to 
pay quarterly. 

If you are employed but run a 
business on the side, you can in- 
crease the amount of taxes that your 
employer withholds so they cover 
your estimated tax liability. Just cal- 
culate the total amount of estimated 
tax you think you'd have to pay over 
the year and tell your employer that 
you want to file a new W-4 form. On 
line six, you can enter an additional 
amount of money you want to have 
withheld from each paycheck, so just 
divide your total estimated tax lia- 
bility by the remaining number of 
paychecks in the year and enter that 
value in the box. It may take any- 
where from a few weeks to more 
than a month for the change to take 



W-4 



Cut here and give Form W-4 to your employer. Keep the top part for your records. 

Employee's Withholding Allowance Certificate 

► Whether you are entitled to claim a certain number of allowances or exemption from withholding Is 
subject to review by the IRS. Your employer may be required to send a copy of this form to the IRS. 



OMB No. 1545-0010 



Typeorprlntyoi.il first i i-.h in— and middle Initial 
John 



i©05 



Last nam 9 
Doe 



Your social s^suiity r it:>-i 

123: 13 M234 



Homo address (number and street or rural route) 
123 End of the Road 



City or town, state, and ZIP code 



3 Single □ Married □ Married, but withhold at higher Single rate. 



If your last name differs from that shown on your social security 

card, check here. You must call f-800-772-f2f3 for a new card. ► ' — ' 



5 Total number of allowances you are claiming (from line H above or from the applicable worksheet on page 2) 

6 Additional amount, if any, you want withheld from each paycheck 

7 I claim exemption from withholding for 2005, and I certify that I meet both of the following conditions for exemption. 

♦ Last year I had a right to a refund of all federal income tax withheld because I had no tax liability and 

• This year I expect a refund of all federal income tax withheld because I expect to have no tax l iability. 

If you meet both conditions, write "Exempt" here ► | 7 | 

Under penalties of per|ury, 1 declare that I have examined this certificate and to the best of my knowledge and belief, It is true, ooriect. and complete. 

Employee's signature 

(Form is not valid 

unless you sign it.) ► Date ► 



Employer's name arid address (Employer: Complete lines 8 and 10 only If sending to the IRS.) 



Office code 
[optional) 



Employer Identification number ■EIN.i 



For Privacy Act and Paperwork Reduction Act Notice, see page 2. 



Cat. No. 1 0220Q 



Form W-4 (2005) 



When creating withholding on a W-4 form, use the line that lets you take a fixed sum 
from each paycheck (highlighted here) instead of messing with exemptions. 



effect (ask your employer how long 
the lag might be), so consider that in 
your calculations and don't wait 
until the last minute if you are trying 
to squeeze in a lump sum before 
taxes are due. 

A self-employed person married 
to someone who is employed can 
also take advantage of this. It's eas- 
iest if the couple files jointly, but 
also possible if they don't. Just have 
your spouse increase the amount 
withheld on his or her W-4 to reflect 
your tax liability, and you don't have 
to worry about paying estimates. "If 
you know that you'll have a large 
enough amount of salary near the 
end of the year to absorb what 
would have been your estimated tax 
payments, it makes sense to do," 
says Nissenbaum, "because you're 
actually getting the use of the money 
for the entire year." 

Creating withholding is also a 
powerful tool for those who discover 
at the end of the year that they un- 
derestimated their estimated taxes 
enough to trigger a potential penal- 
ty. Pretend, for example, you owe 
$5,000 in estimated tax payments, 
but they're late. "If you have an IRA, 
you could create withholding from 
your IRA," says Nissenbaum, "Let's 
say you had $10,000 in your IRA. 



You could take $5,000 out of your 
IRA and have your bank withhold 
the entire $5,000 as taxes. That's 
treated as withholding, so it's treated 
as if it were paid equally throughout 
the year." Because this is a distribu- 
tion from your IRA, Nissenbaum 
points out that you must pay the 
$5,000 back into the account within 
60 days. But if you already have the 
money on hand, this is a great ex- 
ample of creating withholding to 
avoid a penalty you would have in- 
curred had you simply mailed cash 
to the government. 

Roll It Over 

Estimated taxes aren't as painful 
as they seem at first glance, espe- 
cially if you enlist the help of an ac- 
countant. Just be prepared to say 
goodbye to your tax refunds, as most 
experts will tell you to immediately 
apply that money to your next esti- 
mated tax payment or divide it be- 
tween the tax payment and your 
retirement account. And remember 
that if you calculate your estimate 
properly, you won't even get a re- 
fund. Welcome to the world of 
working for yourself! Qjs] 

by Tracy Baker 
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After The 
Smoke Clears 

Beyond The Tax Deadline 




April 15, the deadline for 
filing income tax returns for 
the prior year, is a day that 
lives in perpetual infamy 
among American taxpayers, especially 
those who owe additional taxes to 
Uncle Sam. Those who are getting re- 
funds quite naturally tend to file early, 
while millions of others take it not 
only to the last day, but literally to the 
last hour and minute as they take ad- 
vantage of extended post office hours 
on the dreaded day. Some post offices 



even try to ease the pain of taxes by 
handing out candy and other goodies 
to last- minute filers. What if you still 
need more time? Fortunately, there 
are provisions in place to accommo- 
date those who don't make the April 
15 deadline, and you can also take 
comfort in the fact that you're not 
alone. The IRS reports that in 2003, 
more than 8.2 million U.S. taxpayers 
asked for an extension. There are a 
number of options available that pro- 
vide additional time to file tax returns. 



4868, A Form You Can Appreciate 

The type of extension that applies to 
the largest number of people is known 
in IRS language as an "automatic ex- 
tension of time to file," and it affords 
an additional four months in which to 
gather your information, prepare your 
return, and file it. While this extension 
to Aug. 15 is not difficult to obtain, it 
is crucial that you understand exactly 
how the process works. To obtain this 
extension, you must file IRS Form 
4868, Application for Automatic 
Extension of Time To File U.S. 
Individual Income Tax Return (the 
form is available online [www.irs.gov 
/pub/irs-pdf/f4868.pdf]or at any IRS 
office) and complete it is a straightfor- 
ward process. The brief form requires 
minimal information and doesn't even 
have to be signed. 

Once you have the completed form 
in hand, you may file it in three dif- 
ferent ways. First, you can mail it. The 
form, which contains a full set of in- 
structions for completion and filing, 
contains a list of mailing addresses on 
its final page. Be sure to choose the ap- 
propriate address based on your filing 
address. You can also opt for either of 
two paperless e-file options. First, you 
can file electronically by telephone at 
(888) 796-1074. The telephone filing 
system is active from early February 
through April 15. The automated 
system prompts you to enter the rele- 
vant information from the completed 
Form 4868, which serves essentially as a 
worksheet when you file by telephone. 
Finally, you can file form 4868 by 
computer, either yourself or through 
your tax preparer. To file yourself 
you'll need to follow the instructions 
provided in your tax preparation soft- 
ware. One advantage provided by both 
electronic filing methods, phone and 
computer, is that you will receive a 
confirmation number as proof that 
you filed your request for extension in 
a timely fashion. 
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Once Form 4868 is filed, the request 
for extension is approved — that's the 
automatic part — and you have until 
Aug. 15 to file your return. There is, 
however, a caveat: The extension is 
only for filing the return, not for 
paying any taxes owed. If you owe 
nothing or have a refund coming, 
you're set. If you owe taxes, they are to 
be paid when the request for extension 
is filed. As with filing, there are three 
ways to pay. You can pay the old- 
fashioned way, by mailing a check or 
money order. If you file Form 4868 it- 
self via mail, you'll enclose the check 
or money order with the form, but you 
can also pay by check or money order 
even if you file electronically by either 
phone or computer. Again, be sure 
you consult the instructions on the last 
page of Form 4868 to obtain the 
proper place to mail the payment. The 
second way to pay is through elec- 
tronic transfer directly from your bank 
account to the IRS. This option is 
available through both versions of 
electronic processing, phone and com- 
puter. If you elect to pay this way, be 
sure to have your banking information 
ready when you file Form 4868. You'll 
need your bank's routing number and 
your own account number. 

The third payment method, by 
credit card, is available only when 
you file electronically via computer, 
either yourself or through a third- 
party tax preparer. 

When You Just Don't Have It 

What if you know you owe money 
when you file your extension but 
don't have the cash to pay? Your first 
best option is to try to secure the cash. 
Family and friends, bank loans, and 
credit cards are all potential avenues 
to explore, and although only you can 
know what's best in your situation, 
these are often better than the alterna- 
tive of not paying the IRS in a timely 
fashion. If you absolutely can't get the 
cash, however, you do still have some 
options. First, if your inability to pay 
is a short-term cash flow problem and 



you expect to be able to pay off the 
balance within the next few months, 
you can simply file the extension and 
send in whatever partial payment you 
can raise. Whatever you can manage 
to pay will reduce the penalties and 
interest you will eventually incur. In 
about 45 days, expect a bill from the 
IRS for the amount due. Again, pay as 
much of it as you possibly can. In an- 
other 45 days or so, you'll get another 
bill from the IRS. Pay what you can 
again. Moving forward, you may re- 
ceive another bill like the first two, 
but you may also receive notice from 



great deal of detailed financial infor- 
mation, including an itemized list of 
all of your receipts (income) and 
disbursements (everything you've 
bought) over the three months prior 
to the date you file the 1127 request, a 
list of all assets, etc. In summary, in 
order to receive a formal six-month 
extension, you'll basically have to 
convince the IRS that there was no 
possible way you could have raised 
the money to pay your taxes on time. 
Because of the difficulty of the 
process, an extension via Form 1127 is 
not a realistic option for most people. 



▼ DETACH HERE T 



Form 4868 
Department of the Treasury 
lnt?m.."il Revenue Service 



Isfflll Identification 



Application for Automatic Extension of Time 
To File U.S. Individual Income Tax Return 

>r calendar year 2004, or other tax year beginning , 2004, ending 

B*^^T3 iKirliirirli i^il 



Isffllll Individual Income Tax 



OMB No. 1545-0188 



04 



1 Your name(s) (see instructions) 



Address (see instructions) 



City, town or post office, state, and ZIP code 



2 Your social security number 3 Spouse's social security number 



4 Estimate of total tax liability for 2004 . $_ 

5 Total 2004 payments _ 

6 Balance due. Subtract 5 from 4 . . _ 

7 Amount you are paying ► 



Confirmation Number 



If you file electronically, you will receive a confirmation number telling 
you that your Form 4868 has been accepted. Enter the confirmation 
number here and keep it for 
your records ► 



For Privacy Act and Paperwork Reduction Act Notice, see page 4. 



Cat. No. 13141W 



Form 4 






If you need to file an extension for your taxes, you'd better find a copy of Form 4868. 



the IRS that a more formal payment 
arrangement must be contracted. 

If you're not comfortable with the 
process outlined above, there is a pro- 
cedure by which you can formally re- 
quest a six-month extension to pay 
your taxes. The form is 1127 (www.irs 
. go v/pub/irs-pdf/f 1127.pdf), and it of 
course needs to be submitted by April 
15, just like Form 4868. Also be aware 
that this process is much more in- 
volved than 4868's automatic exten- 
sion of time to file. It's safe to say the 
1127 process is anything but auto- 
matic. The request must be based on 
the fact that paying your taxes on 
time would cause "undue hardship," 
and your definition of that condition 
may differ significantly from the one 
used by the IRS. For example, selling 
off assets at prices substantially below 
market value probably won't consti- 
tute undue hardship by their defini- 
tion. You'll also have to furnish a 



If you owe a larger amount that 
you don't foresee being able to pay in 
the immediate future, you can start 
the process of setting up a payment 
plan at the same time you file your 
Form 4868. To launch this pro- 
cess, you'll need to obtain IRS Form 
9465, either online (www.irs.gov/pub 
/irs-pdf/f9465.pdf) or at an IRS office 
near you. If the amount is less than 
$25,000 and you expect to be able to 
pay it off within five years or less, the 
approval process is fairly streamlined, 
but remember that once payments 
to the IRS go past the standard due 
date, even when a payment plan is re- 
quested and subsequently approved, 
you will incur both interest and late 
payment penalties unless there are 
special circumstances that qualify 
you for exemption from interest 
and penalties. (More on those cir- 
cumstances in a few minutes.) As of 
this writing, the penalty is 0.5% per 
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month, in addition to in- 
terest that is compounded 
monthly. You will also be 
billed $43 as a setup fee 
for initiating the install- 
ment process. Do note 
that once you launch di- 
rect dealings such as these 
with the IRS, it's also pos- 
sible that they will attach a 
tax lien to your assets. 

Finally, another sce- 
nario to consider is one in 
which you don't know 
what your tax liability is. If 
you haven't been able to 
complete your tax return, 
it is certainly a realistic 
possibility that you may 
not know whether you will 
be due a refund or owe 
additional taxes. What 
should you do? The IRS 
has an answer: You must 
make a reasonable effort to 
ascertain any tax liability 
before April 15. If you file 
for an extension and de- 
clare that you expect your 
tax liability to be $0, and 
you actually end up owing 
a significant amount once 
your taxes have been accurately com- 
puted, it could present a problem. If 
the IRS believes you did not make a 
reasonable effort to know your tax lia- 
bility at the time you filed for an exten- 
sion, they may retroactively invalidate 
your extension of time to file, resulting 
in not only late-payment penalties, but 
also late-filing penalties. As noted 
above, late- payment penalties accrue 
at 0.5% per month. Late-filing penal- 
ties can accrue at ten times that rate, at 
5% per month and up to 25% of your 
total tax bill. 

Away From Home 

Astronaut Jack Swigert was a last- 
minute addition to the crew of the 
Apollo 13 lunar mission and left Earth 
without filing his taxes. In Apollo 13, 
the movie about the ill-fated mission, 
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Form 1 1 27 lacks the simplicity of Form 4868, both in form and 
function, requiring a considerable degree of detail. 



President Nixon granted Swigert an 
extension of time to file his taxes. Was 
that necessary? Not really. Swigert, 
serving on a military mission outside 
the country, qualified for an auto- 
matic extension, and a number of 
provisions are in place to accommo- 
date displaced members of the mili- 
tary, as well as civilian taxpayers in 
certain situations. 

Looking first to civilians, in times 
past it was possible to get an exten- 
sion for both filing and payment by 
being out of country on filing day, 
even if only for a brief vacation. That 
won't work anymore. Nonmilitary 
taxpayers do still qualify for an out- 
of-country extension, but only if 
their residences are "in a real and 
substantial sense" located outside the 
United States and Puerto Rico. 
Holing up in a Tijuana hotel on April 



15 doesn't qualify. If you 
do reside outside the 
United States and Puerto 
Rico, however, you qual- 
ify for an automatic two- 
month extension. And 
unlike the 4868 extension 
discussed above, this one 
covers not only filing, but 
payment, as well. No ad- 
ditional forms are re- 
quired. Simply file and 
pay your taxes by June 15 
and attach a signed state- 
ment to the return that 
clearly explains how, 
where, and why you cur- 
rently live outside the 
country. If this provision 
applies to you, it's a good 
idea to check out IRS 
Publications 54 (www.irs 
.gov/pub/irs-pdf/p54.pdf) 
and 593 (www.irs.gov 
/pub/irs-pdf/p593.pdf). If 
you need additional time 
beyond June 15, file a 
paper Form 4868 by June 
15 and remember that 
payment of any taxes due 
should be sent with this 
request for extension. You 
should also write TAXPAYER 
ABROAD at the top of the Form 
4868. Approval of this request for ex- 
tension is automatic, and you will not 
receive any notification. The exten- 
sion gives you until Aug. 15 to file. 

There are also times when tax- 
payers (both individuals and business 
owners) who are still in country, yet 
displaced due to disaster, qualify for 
additional time to file and pay their 
taxes. With huge numbers of people 
forced from home by recent hurri- 
canes, this issue has never been more 
relevant. The issue is covered in some 
detail in IRS Publication 547 (www 
.irs.gov/pub/irs-pdf/p547.pdf), but 
one salient issue in this discussion is 
the fact that individual and business 
taxpayers may be entitled to filing and 
payment extensions of up to one year, 
provided their primary home or the 
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affected business is located in a 
Presidentially declared disaster area. 
For example, many taxpayers are 
qualified for such time relief due to 
Hurricane Katrina. Here's a statement 
from the IRS Web site (www.irs.gov): 

Deadlines for affected taxpayers to 
file any returns, pay any 
taxes and perform other 
time-sensitive acts have 
been postponed to Feb. 
28, 2006. 

The same level of time 
relief is being granted to 
victims of Hurricane Rita. 
In both cases, the same 
relief is available to all af- 
fected taxpayers, but the 
relief is granted via two 
different mechanisms, de- 
pending on the area in 
which a particular tax- 
payer lives and/or oper- 
ates a business. For those 



the United States and Puerto Rico on 
April 15 are entitled to the same out- 
of-country extension until June 15 
that civilians enjoy. No forms are re- 
quired; simply file by June 15 and in- 
clude a signed statement with your 
return that clearly explains your 
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available to you to file at the time your 
combat duty began. For example, if 
your combat duty begins on March 15, 
one month remains between then and 
the normal April 15 filing deadline. 
You recoup this month by adding it to 
the 180-day extension described above. 
Some civilians who are 
employed in support of 
combat operations are en- 
titled to similar extensions, 
but given the complexity 
of the rules surrounding 
this issue, your safest route 
is consultation with a tax 
professional who under- 
stands the intricacies of 
IRS regulations. 
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living in the hardest-hit 
areas, designated as "indi- 
vidual assistance areas" by 
FEMA, the relief is auto- 
matic. For those in the re- 
mainder of the affected 
areas, classified by FEMA as "public as- 
sistance areas," identical relief is avail- 
able, but taxpayers must self- identify as 
having been impacted by Katrina or 
Rita. Self- identifying taxpayers must 
write HURRICANE KATRINA or 
HURRICANE RITA at the top of their 
tax returns in red ink. In fact, the IRS is 
requesting that all affected taxpayers 
make that identification, even those 
who qualify for the automatic relief. 
Anyone who lives in an area affected by 
the Katrina or Rita hurricanes should 
visit the IRS Web site to ascertain the 
classification of their particular area 
and to be sure they understand the re- 
lief for which they are eligible. 

Over There 

Displaced members of the military 
may qualify for even more extensions. 
Members of the military on an as- 
signed tour that takes them outside 



The IRS home page contains a readily visible link that explains 
the benefits available to taxpayers who have been affected by 
the Katrina and/or Rita hurricanes. 
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absence from country and why, in- 
cluding full details about your military 
status and tour of duty. You can also 
receive an additional extension to 
Aug. 15, by filing a paper Form 
4868 by June 15. Write TAXPAYER 
ABROAD at the top of the form and 
remember that any taxes due must be 
paid when you file for this extension. 

Members of the U.S. Armed Forces 
who are serving in Presidentially- 
declared combat zones are entitled to 
extensions for both filing and payment. 
Military personnel should consult their 
military advisors or refer to IRS 
Publication 3 (www.irs.gov/pub/irs- 
pdf7p3.pdf) for specific details, but gen- 
erally speaking, the combat extension is 
good for the later of: 180 days past the 
end of the combat duty, or 180 days 
past the last day of continuous hospi- 
talization as a result of injury suffered 
during that combat duty. Finally, you 
also get the amount of time that was 



Strategic Extensions 

There may be an advan- 
tage to filing an extension, 
even if your tax return is 
ready to go and you owe 
no taxes. While April 15 is 
a hard deadline for contri- 
butions to traditional and 
Roth IRA accounts, timely 
filing of a proper request 
for extension does extend the 
window for contributions to SEP 
(Simplified Employee Pension) or 
Keogh retirement accounts. 

Follow The Rules 

No matter your situation, one 
thing is certain when dealing with IRS 
deadlines: You should follow the 
rules. Do not make the mistake of as- 
suming it will work out okay if you 
bend the rules or "get close." Also 
note that this is a summary of the 
most common extension issues, not 
an exhaustive exploration. Other ex- 
tensions may apply to your situation. 
Consult the IRS Web site for the ap- 
propriate publications when you have 
questions, and if you're still unclear, 
consult a tax professional. \fj&\ 

by Jerry Hatchett 
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Avoid Tax Fraud 



Because The IRS Doesn't Mess Around 




With the acceleration of 
radical advances prom- 
ising vast extension of 
the human life span, 
some pundits are asking whether the 
first of life's two certainties — death 
and taxes — is looking a bit wobbly. 
No one has any illusions about taxes. 
Though most of us resign ourselves to 
eternal springtime correspondence 
with the IRS, nobody seems to be 
thrilled about it. Every year, while 
sober-minded Americans buy tax- 
exempt bonds or real estate — or find 
other perfectly legal means for 
reducing their tax liability — thou- 
sands of more impulsive citizens 
flock to con artists promising shelter 



from Uncle Sam's busy fingers and 
baleful eye. 

Considering the stakes, it's no sur- 
prise that tax fraud comes in many 
shapes and sizes. In the follow- 
ing pages we'll tell you which tax- 
avoidance strategies are worth your 
time and which ones you should run 
away from. Actually, we can tell you 
right now: Run away from all of 
them. For the details, read on. 

Bogus trusts. Legitimate tax-shel- 
tering "pure" or "constitutional" 
trusts are supposed to be a free lunch. 
These schemes usually require the 
taxpayer to remit some or all of his 
income to a trust under the nominal 
direction of a separate trustee (usually 



the scam promoter) — thereby sup- 
posedly relieving the taxpayer of any 
duty to pay income taxes. (The trust 
would be, if it were legitimate, exempt 
from taxation.) The trustee then fun- 
nels the money back to the taxpayer 
through tax-free "gifts," or by picking 
up the tab for all of the taxpayer's 
normal household expenses. 

In a more complicated scheme, 
Ted's Construction decides to turn 
over all of its backhoes to a trust and 
then rent the backhoes back at exorbi- 
tant rates. Ted's shows no taxable in- 
come after such large expenses, and 
the equipment trust in turn funnels 
its income to another trust in the 
Bahamas, relieving its tax burden. 
The Bahamas trust dispatches its in- 
come to a second Bahamas trust (and 
maybe a third or fourth), at which 
point the IRS forfeits all jurisdiction, 
and profits can then be safely de- 
posited in Ted's private overseas bank 
account or with an IBC (International 
Business Corporation). Get the pic- 
ture? The IRS has seen all the varia- 
tions and has a simple rule: If your 
financial shenanigans are designed to 
avoid income taxes, they're illegal. 
More details are in IRS Publication 
2193 (available atwww.irs.gov). 

Offshore credit cards. Some esti- 
mates put the number of Americans 
participating in this popular fraud at 
more than a million. The scam begins 
when a promoter convinces a tax 
cheater (let's call her Masako) to open 
an account with the Hula Bank in the 
Cayman Islands. Masako is then is- 
sued a credit card in the name of the 
bank and immediately runs up a tab 
at the Banana Republic. This is all 
perfectly legal — until Masako claims 
only a modest Old Navy- sized income 
on her W-2, and the IRS has no way 
to prove that the tax return is false be- 
cause it can't demand that the Hula 
Bank turn over her statements. The 
IRS can, however, quiz merchants 
who accept offshore bank cards about 
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the identity of cardholders like 
Masako and then put them under the 
microscope. Perpetrators face stiff 
penalties, up to 75% of the tax owed. 
Before you sign up, be aware, as well, 
that more than 10% of confessed par- 
ticipants in this say that the promoter 
they signed up with made off with 
some or all of their cash. 

Corporation Sole. The Cor- 
poration Sole is a legal expedi- 
ency by which an officer of a 
"legitimate" religious organiza- 
tion sheds tax liability for assets 
under his control (houses, vehi- 
cles, jugs of wine) belonging to 
the religious group. In seminars 
costing up to $2,000, promoters 
tout the Corporation Sole as a 
loophole for asset protection, on 
the theory that Uncle Sam 
cannot legally distinguish be- 
tween a legitimate and an illegit- 
imate religious organization. 
Philosophically — and possibly 
constitutionally — speaking, this 
particular house is not really 
built on sand. What gives the 
federal government the right to 
single out particular religious 
groups as "legitimate"? How can the 
federal government prove that you, 
Joe Smith, are not a true devotee of 
Joesmithism? The Justice Department 
is happy to let armchair philosophers 
ponder these questions while it hunts 
for witches. 

Slavery reparations. Considering 
the United States' historical track 
record with African Americans, you 
may well have God on your side if 
you claim this deduction — but you're 
in Uncle Sam's country now. This 
hasn't stopped a handful of oppor- 
tunist promoters from convincing 
thousands of filers to claim these 
reparations as a deduction (and col- 
lecting a small fee for help preparing 
the return). At its peak in 2001, the 
IRS received tens of thousands of 
reparations returns. Since that time, 
as many African Americans get wise 
to the scam, the same idea has been 
marketed to the Native American 



community as well. The IRS will cut 
you a warning letter if you try to pull 
this one; ignore the letter, and you'll 
be hit with a $500 fine. 

The household enterprise. Many 
otherwise upstanding citizens are 
comfortable with a little white lie that 
inflates a real home-based business 



Special Agent 
Career 

Opportunities 



Enforcement 
Strategy & 
Statistical Data 



Treasury 



Criminal 
Investigation 



Tax Fraud Alerts 

"If it sounds too good to be true, it probably isr Seek 
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into a larger and more expensive en- 
tity than it really is. Leah the mail- 
order dog biscuit lady, for instance, 
has a bright idea: If she puts the 
phone in the den, the desk in the 
living room, the inventory in the 
garage, coffee filters in the kitchen, 
and a box of paper clips on the back 
of the toilet — then the entire house 
has become an office, right? She can 
now deduct her complete mortgage 
payment as a business expense, rather 
than just the proportion of it that 
used to correspond to her home of- 
fice. In fact, if the kids do the filing, 
she can deduct their allowances! 
The IRS isn't buying it. Even more 
tragically, the IRS wags its finger at 
self-styled "consultant" Casanovas de- 
ducting steak tar tares and symphony 
tickets on the grounds that the ladies 
are, after all, "potential clients." 

The offer in compromise. Anyone 
who offers to settle your taxes "for 



pennies on the dollar" is touting an 
OIC (offer in compromise). The OIC 
is a tax break the IRS grants pragmati- 
cally to those exhibiting a financial sit- 
uation so bleak that full payment of 
back taxes in any length of time is 
wildly improbable. In such Dickensian 
circumstances, the IRS may indeed 
settle your debt for a small frac- 
_ tion of its original size — even, 
technically, for $20, the deal 
blonde huckster Roni Deutch 
and her army of tax lawyers 
claim they can get you. The cri- 
teria for qualifying for an OIC 
eliminate pretty much anybody 
who isn't rummaging through 
dumpsters for Chinese food, but 
Roni and her colleagues will still 
be happy to draw up the paper- 
work — they're paid by the hour. 
A couple of the more important 
rules (explained in IRS Form 
656): 1) you'll have to prove 
that you're too destitute to qual- 
ify for an installment agreement, 
in which you pay back your full 
balance over a long period of 
time, and 2) you can't make an 
offer for anything less than your 
current total asset value. 

Frivolous arguments. Irwin Schiff 
doesn't owe the government a red 
cent in income tax. Why? He'll give 
you at least three reasons: 

• Though the IRS is legally entitled to 
"impose" a tax on him, no law ac- 
tually makes him "liable" for the 
tax so imposed. 

• The income tax laws are not di- 
rectly "traceable" to the tax- collec- 
tion powers granted to Congress 
by the Constitution. 

• The income Irwin Schiff (and al- 
most everyone else) derives from 
his businesses does not meet the 
legal definition of "income." 



The Nevada District Court has, in- 
explicably, turned a deaf ear to Irwin's 
imaginative constructions. (More can 
be found on his Web site, payno 
incometax.com.) Similarly humorless 
judges across the land continually 
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reject the "frivolous arguments" of all 
of Irwin's buddies. Most readers will 
side with the courts and dismiss tax 
protestors as anarchist wackos — but 
dig a little deeper, and you'll begin to 
notice that hey, a few of these ideas ac- 
tually exhibit some genuine legal 
merit. Regardless, unless you're willing 
to embrace tax dodging as a full-time 
job, don't bother making any of the 
following claims (or any of the others 
in the IRS pamphlet called "The Truth 
About Frivolous Tax Arguments"). 

According to a US Supreme Court 
decision, and the IRS Form 1040 
Instruction booklet, the tax system is 
"voluntary." The IRS claims that the 
"voluntary" part is the filling out of 
tax returns by individual taxpayers — 
not the payment of the tax itself. Ex- 
IRS Special Agent Joe Banister has 
come to a different conclusion — that 
payment of income tax really isn't re- 
quired by law. Banister resigned from 
the IRS in 1999 after submitting to his 
superiors an exhaustively researched 
report detailing his findings. He now 
devotes himself to tax protest and is 
very difficult to relegate to the wacko 
pile. Be aware, though, that if you de- 
cide to follow his teachings, you're 
drawing a bulls- eye on your financial 
activities for the IRS. 



Wages dont really represent income 
because the wage earner forfeited a 
quantity of labor worth exactly the 
amount received in wages; thus, there 
was no net gain or "income." Judges 
are roundly unimpressed with this bit 
of Marxist philosophizing and reject 
it out of hand. 

A close reading of the tax code re- 
veals that human beings do not actually 
fit the definition of "person" and are 
thus exempt by any tax laws. The 
courts opine, a bit wearily, that this 
"specious and legally frivolous" claim 
has been "consistently and thoroughly 
rejected by every branch of the gov- 
ernment for decades." 

The 16th Amendment, granting 
Congress the power to tax, is invalid. 
This snake in the grass first reared its 
head in 1984, when a former Illinois 
Department of Revenue investigator 
by the name of Bill Benson stumbled 
on some anecdotal evidence that the 
16th Amendment to our Constitution 
smelled a little fishy. Intrigued, he 
spent the next year of his life in state 
capitol basements, where he unearthed 
17,000 individual pieces of evidence 
that he claimed, in sum, prove the 
amendment was not legally ratified by 
the requisite three-fourths of the states. 
(Oh, and the 17th Amendment is 



bogus, too.) In some cases, simple mis- 
spellings and errors in punctuation 
rendered the ratification invalid — but, 
claims Benson, the ballots of at least 
four states were willfully misrepre- 
sented by the Secretary of State. The 
upshot, as Benson explains in his out- 
of-print book "The Law That Never 
Was," is that the 16th Amendment is 
illegal and Congress has no power to 
tax you. Benson's radical polemic 
raised a few eyebrows, including those 
of Senator Orrin Hatch, who Benson 
claims once tried to buy his silence. 
A number of courts have deemed 
Benson's arguments "meritless," but 
it's not clear that anyone has ever satis- 
factorily explained why Benson is 
wrong. Hmmm. 

How To Stay Scam-Free 

You can identify tax scams with this 
simple rule of thumb: If it sounds too 
good to be true, it probably is. Before 
you lose your head — and then your 
shirt — read the IRS' Consumer Alerts / 
Abusive Tax Schemes information at 
www.treas.gov/irs/ci/tax_fraud/index 
.htm and the "Dirty Dozen" for 2005 at 
www.irs.gov/newsroom/article/0,,id 
= 136337,00.html. You can also check 
out other Internet resources such as 
Quatloos.com (or, it goes without 
saying, Google). Second, beware of 
anyone who claims they can substan- 
tially reduce your taxes — blond bomb- 
shells notwithstanding. Check them out 
with the Better Business Bureau and 
make sure they don't show up in a Rip- 
off Report at badbusinessbureau.com. 

Most importantly, prepare to devote 
more time to your tax return than the 
commercial break during the Steelers 
game. The majority of taxpayers who 
end up under Uncle Sam's boot aren't 
Al Capone types — they just filled out 
the form wrong or forgot about the tax 
implications of owning a business, 
selling stocks, getting married, buying 
the Steelers, etc. And don't get tangled 
up with Irwin Schiff. __ 

by Ryan Turner 
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You Make 
The Call 

Choosing How To Figure Your Taxes 
Is Your First Step Toward April 1 5 




For almost any activity you 
can engage in, somebody 
makes software designed to 
help you do it better or re- 
place another way of doing it 
altogether. The annual ordeal of fig- 
uring out and filing your income taxes 
is no exception. 

Tax season, tax software — at first 
it seems like a match made in . . . 
well, maybe not heaven, but close 
enough. And for some people it is. 
Determining your taxes is just 
number crunching, and computers 
excel at that. Then again, with a task 
so potentially complex, the possi- 
bility of user error can be high. 
Mistakes will either favor you or the 



government, but either way, sooner 
or later, mistakes can cost you big. 

In the following group of articles, 
we'll review several of the most pop- 
ular tax programs, followed by how-to 
pieces covering them. But is tax soft- 
ware the best option for you in the first 
place? Just because your best friend or 
next-door neighbor happily uses soft- 
ware each spring doesn't mean that it's 
the right choice for you. 

Of course, for some folks — often 
younger taxpayers — the question is 
irrelevant. Their lives are uncluttered 
enough and their earnings straight- 
forward enough that they can get by 
with filing their taxes using the rela- 
tively streamlined Form 1040EZ. 



For many more of us, though, our 
lives and finances are sufficiently 
complex that we need help dealing 
with all the extra tax documents that 
this entails. That may mean software, 
or it may mean the services of a paid 
tax preparer. 

Let's look at the factors that can make 
or break the case for one or the other. 

Consider Yourself 

Before you ponder such things as 
your income and life situation, take an 
honest look inside and appraise how 
comfortable you are with your level of 
comprehension of your own finances 
and financial information in general. 

Face it: Some people just aren't 
great with numbers, and when too 
many start flying back and forth, their 
heads start to spin. And the language 
and density of tax forms often make 
the confusion worse. 

There's no shame in admitting 
this. Each year, roughly half of all 
American taxpayers hire some kind 
of professional preparer — a Certified 
Public Accountant, a private advisor, 
H&R Block. Of that 50%, around 
750,000 hire the pro simply to fill out 
their Form 1040EZ. 

The mistake that some numbers- 
phobics make when opting for tax soft- 
ware is believing that it will automate 
the process, and even insulate them 
from it, in much the same way that 
wizards walk us step-by-step through a 
software installation without neces- 
sarily having to understand all the 
whiz-bang technical stuff going on be- 
hind the screen. And that's the wrong 
way to look at it. For all its advantages, 
tax software isn't necessarily going to 
be more straightforward than if you 
brought home a stack of blank forms 
from the post office. 

"A word of caution on tax software. 
It's very thorough, but if you only 
know enough to be dangerous, then it 
CAN be dangerous," says Traci Kirk, a 
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Colorado -based financial planner who 
recently left a large agency to launch 
her own firm, It's All About You. "The 
good thing about software is the bugs 
are mostly worked out by now. But if 
you don't fully know what you're 
doing, you can create a bad situation — 
like missing a schedule you didn't even 
realize you're supposed to file." 

Consider Your Situation 

No two people live the same lives. 
Our lives are made up of many vari- 
ables, each of which can potentially 
add to the complexity of one's finan- 
cial situation. When evaluating the 
options for preparing your taxes, con- 
sider the following: 

Major life changes. This is prob- 
ably the number one thing to be 
alert for from year to year because 
major changes mean a break from 
your old routine and the comfort 
zone of how you've handled finan- 
cial matters in the past. 

A marriage, a divorce, a birth, a 
death, any substantial change in your 
income or the way in which you earn 
it, starting a new business or selling 
one ... all of these will affect your 
taxes, and you'll need to account for 
them accurately. 

However, if you've en- 
joyed smooth sailing for a 
while, software and a free 
evening may be all you need. 
Rex Scott, an Illinois-based 
CPA, tells us: "If things are 
going along and are the 
same every year, then I can 
see a person setting himself 
up with software and being 
okay. As long as nothing 
changes, things should be 
similar, and you've got your 
past returns there to com- 
pare your new return to." 

Other income and savings. 
Don't forget the impact on 
your taxes of any windfall 
sources of income: exercising 
stock options, taking capital 
gains, etc. You'll also want to 



Tax Software Checklist 



Let's boil it down, shall we? As everybody's least favorite season approaches and 
you're deciding between tax software and some other method of preparation, 
keep these 10 things in mind: 

□ Do you have a head for numbers and the stomach for government forms? 

□ Do you understand every aspect of your financial situation? 

□ Would you call your financial situation complex? 

□ Are you prepared to invest the time in properly learning a tax program? 

□ Has there been a major change in your life in the past year? 

□ Has your income or its source changed in the past year? 

□ Have you had any additional sources of income or deductions that make this 
year different from previous years? 

□ Are you self-employed? 

□ Are you a homeowner, or do you rent out property? 

□ Do you need any advice on future money matters? 

Answer these, and once you assess the picture that emerges, it may tip you 
toward one choice or the other. I 



squeeze the maximum tax advantages 
possible out of your retirement savings 
method ... for instance, an IRA whose 
contributions you can deduct from 
your yearly income. Remember, all 
IRAs are not the same. Your yearly 
contributions into a traditional IRA are 
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Tax software can make the IRS's annual spring ordeal 
easier, but only if you know how to use it. 



deductible, but contributions to a Roth 
IRA are not. 

You may also want to consult a tax 
professional to take advantage of things 
you might not otherwise learn about, 
as tax laws are constantly changing. 
Remember that you can also deduct 
the amount you pay a tax 
professional if you're self- 
employed. Even if you're not 
self-employed, you may be able 
to deduct this expense if you 
itemize your deductions and 
meet certain other conditions. 

"I'm always checking the 
IRS Web site while I'm ad- 
vising clients," Kirk says. "One 
thing people might miss is tax 
credits. Occasionally a new tax 
credit might be introduced." 

Kirk goes on to cite the 
Saver's Credit, established in 
2002 and set to expire in 2006, 
that benefits savers who meet 
certain criteria for adjusted 
gross income and filing status. 
"It's a huge incentive to save. 
That's money off your taxes 
that you could owe." 
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Self-employment. If 
you're your own boss, you 
can take an avalanche of 
deductions to reduce your 
tax burden: office sup- 
plies, new equipment, re- 
pairs and depreciation, 
insurance, mileage and 
other travel expenses, and 
so on. It gets even more 
complicated if you work 
from a dedicated room at 
home — you can then de- 
duct a certain percentage 
of home expenses, such as 
your rent or house payment 
and utilities. 

Home and other real es- 
tate. Buying a home cer- 
tainly qualifies as a major life change 
in the year you buy it, but home 
ownership continues to furnish you 
with tax breaks that you'll want to 
take full advantage of, such as a de- 
duction for your loan interest. 

Property that you've rented out will 
also be a factor. "Even if it's just for 
two weeks, you're supposed to report 
that income," Kirk warns. 



TeleFile Has Hung It Up 



TeleFile was an automated voice- 
response system that the IRS set 
up so taxpayers could file certain doc- 
uments over the phone— most no- 
tably, the Form 1040EZ tax return. 

Unfortunately for TeleFile users, the 
system has gone the way of Monty 
Python's notoriously dead parrot. As 
of Aug. 16, 2005, the IRS officially dis- 
continued TeleFile. If this was your 
preferred filing method, it's time to 
start thinking about another one. 

If you prefer not to mail your tax re- 
turn, electronic filing options are still 
alive and well and available through 
your home computer using tax soft- 
ware and through nearly all profes- 
sional tax preparers. I 
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What's the difference between Intuit's consumer-level TurboTax 
and the accountant-level ProSeries? Not as much as you might 
expect, which means that accountants working with ProSeries 
help find and fix whatever glitches may be in TurboTax. 



Further Considerations 

It may seem as though we're posi- 
tioning software versus paid preparers 
as an either/or decision, but no law 
says you can't utilize both. 

Traci Kirk advises do-it-yourselfers 
to take their financial and tax infor- 
mation in for a consultation, even if 
only on a one-time basis, just to make 
sure they're on the right track. 

CPA Rex Scott suggests a more fre- 
quent schedule: "Even if someone's 
using software, I would recommend 
they still go to a tax preparer every 
third year. That way, if there's some- 
thing wrong, you can amend it in 
time. But if it goes past three years, 
you can't get any money back that 
you might be owed because of the 
IRS' statute of limitations." 

If you do opt for the software ap- 
proach, make sure you learn the pro- 
gram well enough to use whatever 
features might benefit you. Some 
programs let you compare and con- 
trast different ways of doing things, 
such as using a standard deduction or 
an itemized deduction when calcu- 
lating what you can deduct for your 
mortgage interest. 

You'll also want to weigh the po- 
tential benefits of what software can't 
offer: "Programs are not going to help 
you plan for future events and how to 



save money in the future," 
says Rex Scott. "They won't 
help you fill out a W-4 form 
to figure out how much to 
have withheld [from next 
year's paychecks]." 

But if Scott was asked to 
make a choice, is there one 
program he finds a best bet? 
"It pains me to say this," 
he admits, then recom- 
mends Intuit's TurboTax 
($39.95, www.intuit.com). 
"TurboTax has a sister pro- 
gram called ProSeries that's 
also made by Intuit. It's a 
professional program for ac- 
countants, but both programs 
are tied together. So mistakes 
in the program are going to get found 
faster because accountants are out 
there working with it. Accountants 
are out there fixing its internal prob- 
lems, and there will be problems . . . 
usually with complex issues." 

The Final Analysis 

Only you can make that choice be- 
tween tax software and a paid profes- 
sional, but we hope we've given you 
enough food for thought, so you can 
make an informed decision. 

If you're confident that you have a 
handle on your finances and how to 
provide what the IRS demands, with- 
out giving them any more than you 
have to, then tax software will save you 
some bucks and may even leave you 
with a feeling of accomplishment. 

But if you have any doubts, and the 
sight of a mound of statements and 
receipts leaves you feeling on shaky 
ground, then you'll probably be better 
off turning the chore over to someone 
who knows the ins and outs of tax 
preparation that you might miss. 

Kirk summarizes it succinctly: "If 
you go to a tax adviser and it costs you 
$150 but you save $500, is it worth it?" 

Finally, a question we can all an- 
swer definitively. H 

by Brian Hodge 
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Returning 
Your Return 
The Fast 

Electronic Filing's Pros & Cons 



Way 



Emotions run high at 
tax time. There's skepti- 
cism about tax dollars 
fixing the potholes. 
Maybe some guilt over the 
procrastination before filling 
out a return. And a little 
worry that an error on a re- 
turn might delay it, draw- 
ing late fees or an audit. 

There's a faster way to file 
taxes in this country. Elec- 
tronic filing, or e-filing, means 
sending a digital version of a 
completed tax return to the IRS 
over the Internet (www.irs.gov/efile). 

It might seem risky to send sensitive 
financial information over the Web 
and trust it to arrive intact before the 
April 15th deadline. Actually, e-filing 
isn't really anything to worry about. 
The IRS has worked out the kinks over 
the years, and there has been no reason 
to doubt e- filing's security thus far. 

There are two ways to e-file. You can 
do it yourself from your home PC 
using the current year's tax preparation 
software, such as TurboTax (www.tur 
botax.com) or TaxCut (www.taxcut 
.com). Alternatively, you can ask an 
"authorized provider," such as your tax 
preparer, to e-file for you (www 
.irs.gov/efile/article/0„id=118449,00.ht 
ml). There used to be a third option 
called TeleFile, which let callers file 
their returns over the phone. As of 




August 2005, however, the IRS discon- 
tinued TeleFile. 

So what makes e-filing better or 
worse for consumers than using the 
good oP U.S. Postal Service? We'll ex- 
plore the pros and cons in this article. 

E-filing 

For a tutorial on how to e-file, refer 
to www.irs.gov/efile/article/0,,id 
= 118451,00.html. In a nutshell, the 
procedure to e-file using a home PC is 
to use IRS-approved software to pre- 
pare your return; "sign" the return 
with a PIN you select (www.irs.gov 
/efile/article/0,,id=101246,00.html— 
the IRS also provides Form 8453-OL 
in case you prefer to physically sign 



something and mail it after the 
Service confirms that it's received 
your e-filed return); and follow the 
tax software's instructions to e-file. 
Note that you may not be eligible to 
e-file if your taxes require you to fill 
out certain forms, such as 1040X. 

Pros. In fiscal year 2004, the IRS dis- 
bursed 108.5 million refunds worth 
$279.8 billion with interest, or approx- 
imately $2,579 per refund. For most of 
us, the sooner that refund money is in 
the bank, the happier we'll be. 

To speed things up even more, you 
can also direct the IRS to charge any 
money you owe to your bank ac- 
count or credit card (www 
.irs.gov/efile/article 
/0„id=97400,00.html) or 
use Direct Deposit to auto- 
matically credit your refund 
to your bank account. The IRS 
says that by using e-file along 
with Direct Deposit, taxpayers can 

get their refunds in half the time it 
would take to process a mailed paper 
return and send a refund check. 

Convenience is another big factor in 
e-filing's favor, says Kerry Anderson, a 
registered representative, licensed in- 
surance agent, and tax preparer. "No 
postage, no worries about slow mail or 
documents getting lost." 

"There also tend to be fewer errors 
or problems for the IRS to deal with 
because the software that's available for 
consumers is consistent," Anderson 
says, meaning that current tax prepara- 
tion software keeps users from adding 
irrelevant data or leaving out impor- 
tant information by being very specific 
with the questions it asks. 

Also, during an e-file, the IRS checks 
the return's math. If there are any mis- 
takes, the taxpayer will get the message 
more quickly than with a paper return. 
That means more time to correct the 
return's errors and file again. 

Finally, in the majority of states — 
37 of them, plus the District of 
Columbia — taxpayers can e-file both 
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their federal and state returns at the 
same time. Check the IRS site at 
www.irs.gov/efile/article/0„id=97915,0 
O.html or current tax software for your 
state to see whether you qualify. 

Cons. Sometimes important things 
sent over the Internet don't arrive 
where they're going. Late at night on 
April 15, 2006, you don't want to feel 
as though your last-minute-but-still- 
not-late tax return is being e- filed right 
into some electronic black hole. The 
IRS will send you a confirmation mes- 
sage within 48 hours assuring you that 
your e-filed return has been received, 
something it doesn't do for paper re- 
turns. The moral of the story for either 
method is to do your taxes well in ad- 
vance of the April 15th deadline. 

"Be certain you have a confirmation 
number for the e-file transaction and 
keep it for your records in case there's a 
question or an error," Anderson says. 
"It is possible for your return to be lost 
or delayed because of a system error or 
crash (computers aren't infallible), 
therefore if your return is eventually re- 
ceived after the deadline, you could be 
subject to penalties." 

Economics also play a role. Realizing 
the savings e- filing offers over tradi- 
tional paper return processing, the IRS 
doesn't charge taxpayers to e-file. 
However, the electronic return trans- 
mitter services that convert e- filed re- 
turns into formats usable by the IRS 
may charge e-filers a fee. 

"The cost of e-filing usually runs 
about $20, which is taken out of your 
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refund if you have one coming," 
Anderson says. However, you won't 
need to pay that $20 fee if your tax soft- 
ware's distributor belongs to the Free 
File Alliance (www.irs.gov/efile/ar 
ticle/0„id=118986,00.html). The IRS 
lists TurboTax's and TaxCut's distribu- 
tors as Free File Alliance members. 

E-filing has proved its reliability in 
recent years, but you should still leave 
yourself time to e-file again in case 
there's a problem on the Internet, the 
IRS's servers or transmitters, or even 
your PC. However, you shouldn't e- 
file and send a paper return. 

Paper 

There will probably always be the 
option to mail the IRS a paper return, 
but it's time for most of us to take a 
hard look at it. 

Pros. Most of the benefits of paper 
filing are psychological. There's a 
hard copy of your return in your 
hands. You can drop it into your 
mailbox, just as you have for years. 

Cons. The U.S. Postal Service's rep- 
utation is still shinier than the 
Internet's concerning reliability, but 
there's still a tiny chance that your re- 
turn or refund check can be lost or 
stolen. More likely, however, is the 
unfortunate scenario of the IRS re- 
jecting a paper return with errors on 
it, but the process takes so long that 
you don't have enough time to refile 
by the deadline. Paper returns simply 
take longer to process at every step. 



"The IRS appreciates the fact that 
people e-file because it cuts down on 
their labor costs, and the returns are 
easier to process," Anderson says. 
Paper returns mean more work for the 
tired souls at the IRS during tax season, 
who have to make sure that the returns 
get opened and scanned properly. 
Regardless of whether that elicits sym- 
pathy from you, consider that the IRS 
has to spend tax money to store and 
move all those stacks of paper. In addi- 
tion, if more people e-filed, those 
working on the time-consuming paper 
returns pile could instead be speeding 
up the tax refund process. 

Old-Fashioned Backups 

If you e-file, be sure to press Print 
before you press Send. "Always retain 
paper copies of tax returns and all 
tax-related documents," for seven 
years, Anderson says. 

For those using tax software, he also 
recommends saving your work fre- 
quently as you input your tax data. 
Don't forget to back up your finished 
tax return file on a CD, DVD, or other 
removable medium, and keep it in a 
safe- deposit box or other dependable 
offsite storage area. 

With all the press about Internet dan- 
gers and hoaxes lately, it's nice to know 
that the Web does offer something so 
useful and time-saving as e-filing. This 
tax season, try going digital. H 

by Marty Sems 



b 



etween tax preparation services and software such as TurboTax and TaxCut, electronic 
filing has become nine times as popular as mailing a paper return. 



Electronic Tax Filing in the United States 2004 

Returns Percentage Of Total 



Practitioner 

(authorized provider) 



43,160,740 70.2% 



Online 
TeleFile 



14,575,477 23.7% 



3,770,618 6.1% 



Total e-filed returns 61,506,835 



Tax Filing Methods in the United States 2004 

Returns Percentage Of Total 

E-filed returns 61,506,835 



Mailed returns 



6,109,009 



91% 

9% 



Total individual returns 67,61 5,844 

Source: IRS.gov 
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Do-lt-Yourself 
Taxes 

TaxACT Deluxe 2005 vs. TaxCut 2005 
Premium vs. TurboTax Premier 2005 



There it is, looming on the 
calendar like a federal anti- 
holiday: April 15. Tax day. 
Feels more like doomsday 
for those of us that are bewildered 
by the Byzantine tax forms the gov- 
ernment forces us to fill out. 
You may feel like running to 
a tax preparer or CPA, but 
there's a good chance your 
computer can help you save 
some shoe leather. All you 
need is the right tax prepara- 
tion software and a few 
hours, and you'll be spend- 
ing your tax return on a nice 
dinner while everyone else is 
scrambling to the post office 
at the last minute. 

How We Tested 

We ran the same sample 
federal return through all 
three programs we reviewed 
to test ease-of-use, thor- 
oughness, and accuracy. The 
sample return included a 
Schedule C so we could get a feel for 
how each program handles the needs 
of someone operating a small busi- 
ness from their home. We also in- 
tentionally inserted some errors 
such as duplicate social security 
numbers, impossible dates of birth 
(1270 instead of 1970, for example), 
and others to see if the software 
would catch these errors or let us 



complete the tax return with the 
bogus information. 

One thing we discovered is that all 
of the programs calculate taxes accu- 
rately but vary greatly in the amount 
of guidance and special features they 



to them rather than confusing them 
with a bunch of questions that don't 
apply to their tax situation. 

Note that all of the products we 
tested were preview versions, and not 
the finalized software you'll find in 
stores. Many of the tax forms weren't 
completed yet since 2005 tax law 
wasn't set in stone when our preview 
versions were manufactured, and we 
were unable to complete state tax re- 
turns in any of these products because 
the forms were not available. 

TaxACT 2005 Deluxe 

2nd Story Software 

$12.95 

www.TaxACT.com 



File Edit Federal State Reports Tools Online Help 
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:eMap Updates 



Federal Refund: 
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*¥ State QnA 



TaxdCT 

2005 Deluxe 



^f 







9 

3* Review O Filing 

(If you are just getting started, click on Step 1. Basic Information.) 




The TaxACT program's home page is where you'll start 
the arduous task of calculating your taxes. 



offer. If you are experienced in do-it- 
yourself tax preparation, you can get 
the same end results from an inex- 
pensive product than you can with a 
much more expensive one, so it's all 
about the extras. Newcomers should 
look for software that holds their 
hands throughout the entire tax 
preparation interview and that pre- 
sents interview topics that are relevant 



TaxACT, from 2nd Story 
Software, uses a unique ap- 
proach to market its program. 
You won't find the product in 
stores, and the entire Deluxe 
version costs less than some 
companies charge you to 
simply electronically file a fed- 
eral tax return. TaxACT may 
not have an extensive feature 
set like those of the other 
products we reviewed, but it is 
still a nice overall package for 
a terrific price. The interface is 
extremely basic, looking and 
working more like a Web site 
than a Windows program, but 
it is possible to work effi- 
ciently without having to deal 
with a lot of clutter. 

The program breaks the in- 
terview down into seven categories: 
Basic Information, Life Events, Federal 
QnA, State QnA, Review, Filing, and 
Next Year. Interview questions, text 
boxes, and drop -down menus appear 
at the top of each window, while the 
bottom of the window displays all sorts 
of helpful information. It can display a 
copy of the current form you are 
working on, the form's instructions, a 
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site map that tells you what portions of 
the interview you've completed, or a 
History page that has direct links back 
to portions of the interview you've re- 
cently visited. 



Beware Hidden Costs 



Doing taxes at home looks at- 
tractive to many people be- 
cause of the potential cost savings, 
but know what you're getting into 
before ditching your tax advisor. 
Many tax prep products have low 
initial costs but tack on fees if you 
need help or want to file electroni- 
cally. Some also barrage you with 
pitches for the company's other fi- 
nancial products and services. 
Don't forget that all of the 
money you spend on tax prepara- 
tion — whether it's a few dollars 
for e-filing or hundreds of dollars 
for a CPA — can be deducted from 
next year's taxes. For example, if 
you purchase TaxCut and decide 
to pay an extra fee to use the soft- 
ware's Professional Review feature, 
all of that money is eligible for a 
deduction next year. I 



The bottom window also displays 
J.K. Lasser Expert Tax Help, which is 
one of the program's best features. 
The information contained in this tax 
help section is written in plain 
English, has plenty of examples to 
help you decide if the information 
pertains to your situation, and is 
chock-full of hyperlinks that let you 
instantly access other portions of the 
help file that relate to what you are 
currently reading. It's like having a 
J.K. Lasser tax book on tap the entire 
time you're preparing your return, 
only you don't have to flip through 
pages or read loads of text to find the 
information you need. 

The Life Events section isn't nearly 
as streamlined as it could be. With 
competing products, you simply check 
boxes that match up with all of the life 
events that you've experienced over the 
past year and a customized interview is 
generated that deals with all of the 
changes at once. TaxACT only handles 
one life event at a time, making users 
select it, answer questions related to it, 
and then move on to the next life event 
to repeat the process. This definitely 
isn't a deal-breaker, but it's far less effi- 
cient than doing everything at once. 



Federal Interview 

The Federal QnA interview is ex- 
haustive and flows very well. If you 
are potentially eligible for certain de- 
ductions or credits, the software will 
let you know so you can further in- 
vestigate. TaxACT can also tell you if 
you aren't eligible for certain tax 
breaks based on the information you 
enter. These explanations are brief 
and let you get through the interview 
quickly without wasting time on 
things that don't apply to you. 

Self-employed people or others who 
make estimated tax payments can ben- 
efit from the program's ability to let 
you know whether you've underpaid 
and by how much. It also provides 
tools you can use to potentially avoid 
penalties if you did underpay. 

You can manually edit forms, and 
when you attempt to edit a field that is 
calculated by the software, a warning 
pops up to let you know that you may 
be overriding data that is best left to 
TaxACT's calculators. Sadly, fields in 
the form do not link back to the por- 
tion of the interview where the data 
was originally entered or calculated. 
For example, we wanted to change the 



By The Numbers 


All of the tax prep packages reviewed in this article come in which come with many valuable tools and features that aren't 
several versions at several prices. If you can afford it, we recom- available in the bare-bones versions, but here's a breakdown of 
mend purchasing the more advanced versions than we tested, all the options that are available. 

TaxACT 2005 TaxACT 2005 TaxACT 2005 TaxCut 
Standard Deluxe Ultimate Bundle 2005 Standard 


Base Price 


Free 


$12.95 


$19.95 


$9.99 


State Included? 


No 


No 


Yes 


No 


Cost To E-file (Federal) 


$7.95 


Free 


Free 


$15.95 


Cost To E-file (State) 


N/A 


N/A 


$7.95 


N/A 


Total Cost (Purchase Plus Federal & 
State E-file, After Rebates) 


N/A 


N/A 


$27.90 


N/A 


Live Expert Advice 


No 


No 


No 


$19.95 


Audit Insurance 


No 


No 


No 


Free (if you e-file) 


Imports Returns From Last Year? 


TaxACT Only 


TaxACT Only 


TaxACT Only 


TaxCut or TurboTax 


Integrates With Financial Software? 


No 


No 


No 


Money, Quicken 
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medical and dental expense numbers 
on the form, but were not able to 
right- click that entry and go to the 
part of the interview where those ques- 
tions are asked. One nice touch is that 
the software automatically formats 
dates, phone numbers, and similar 
data, and also prevents you from doing 
things like adding too many digits to 
your social security number. 

Post-Prep Tools 

After we finished the return, we 
used the Review feature to scan it for 
mistakes. It immediately found the 
duplicate social security numbers, 
but the way it dealt with the problem 
was inconsistent. Correcting the 
spouse's SSN required returning to 
the Basic Informa-tion section to 
make the adjustment, but a data field 
to change the dependent's SSN was 
provided directly in the Review 
window. Aside from minor things 
like that, the software did a good job 
of pointing out potential errors, in- 
cluding popping up an alert box 
when we entered the bogus birth- 
dates. The Review feature also let us 
explore whether or not filing separate 



returns instead of filing jointly would 
result in tax savings and let us com- 
pare our return to the national aver- 
ages based on our income level. 

The Next Year planning tools are 
very basic, especially compared to 
those of the competition. The tools in- 
clude financial calculators, a deprecia- 
tion planner, a form W-4 worksheet 
for adjusting withholding, and a 
TaxWatch 2006 section that lets you 
know what tax changes to prepare for 
in 2006. You can find similar and in 
many cases superior tools online or in 
competing tax prep packages. 

Final Verdict 

There are better choices than Tax- 
ACT if you are new to doing your 
taxes, but TaxACT is great for those 
who know how to do taxes but want to 
make sure they aren't missing any- 
thing. It doesn't import data from pro- 
grams other than previous editions of 
TaxACT, and it doesn't integrate with 
financial software like more expensive 
products do. It also doesn't provide the 
kind of detailed interview that TaxCut 
and TurboTax do. There are some in- 
consistencies with the interface, but 



they are easy to deal with — especially in 
light of the program's low price. 

TaxCut 2005 Premium 

H&R Block Digital Tax Solutions 

$49.99 

www.taxcut.com 

TurboTax may dominate the 
market, but it had better watch its 
back. H&R Block's TaxCut underwent 
some significant revisions for the 2005 
edition and is a terrific value, at least 
for those willing to submit mail- in re- 
bates. Users are no longer barraged by 
obtrusive ads, and the program's inter- 
view has been redesigned to put more 
relevant questions on each page to re- 
duce clicks. The results are impressive, 
and one of the best examples is the Life 
Changes portion of the interview. 
Nearly all of the significant events that 
can alter your tax situation, such as 
marriage, having a baby, buying a 
house, etc., are all listed on a single 
page, and you can check the boxes 
next to all of the events that apply to 
you. Your selections mold the re- 
mainder of the interview so that 
TaxCut asks questions about those 





TaxCut 2005 
Deluxe + State 


TaxCut 

2005 Premium+ State 


TurboTax 
Basic 2005 


TurboTax 
Deluxe 2005 


TurboTax 
Premiere 2005 


$29.99 


$49.99 


$19.95 


$39.95 


$69.95 


Yes 


Yes 


No 


Yes 


Yes 


$15.95 

(free after mail-in rebate) 


$15.95 

(free after mail-in rebate) 


$14.95 


$14.95 


$14.95 


$15.95 


$15.95 


$14.95 


$14.95 


$14.95 


$45.94 


$65.94 


$49.85 


$69.85 


$99.85 


$19.95 


$19.95 

(one free session after mail-in rebate) 


$29.95 


$29.95 


$29.95 


Free (if you e-file) 


Free (if you e-file) 


$34.95 (plus $5 for state) 


$34.95 (plus $5 for state) 


$34.95 (plus $5 for state) 


TaxCut or TurboTax 


TaxCut or TurboTax 


TaxCut or TurboTax 


TaxCut or TurboTax 


TaxCut or TurboTax 


Money, Quicken 


Money, Quicken 


Money, Quicken 


Money, Quicken 


Money, Quicken 
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topics but life changes that 
don't apply to you are ignored. 
It streamlines the interview, and 
the fact that these questions are 
asked before you begin filling 
out the federal tax return elimi- 
nates the backtracking that 
plagues other tax software. 

The software uses a tabbed 
interface divided into Welcome, 
Federal, State, File, and Plan sec- 
tions that are further divided 
into several categories per sec- 
tion. The Welcome section lets 
you update the program, import 
last year's tax return from 
TaxCut or TurboTax, and watch 
a video that explains how to use 
TaxCut. These video tours also 
pop up in other sections and 
provide valuable information, 
but they are easy to ignore if you 
don't need them. It is also pos- 
sible to import financial data 
from Microsoft's Money or 
Intuit' s Quicken. 

Federal Interview 



Edit Federal Slate Reports oats Online Help 



*+ H ft 

Beck | Save Home 

W-2 - Employer's Name 



a? j* m la « r£r A* ,& 

QnA Alert; Forms | Summery Print E-File Updates 



Federal Refund: 



Complete the information directly from the Form W-2 received from your employer. 



Employer's ID number 
Employer's name: 
Employer's address: 
Employer's city: 
Employer's state: 
Employer's zip: 



\Z3-AZ3AZ3A 



|1 2A Rodeo Drive 



|Beverly Hills 



A 



| California 



90210 



This W-2 belongs to: □ 



DS:r::a-:: ■. ,--i :~. ;e; c- c; ';,.:;■ se-eraie; 
DNcn-Standard .•'.'-2 (Altered or hand written) 
DFori W-2c, Corrected Wage and Tax Stmt. 



13 ='■:: :;■ e- ::;-:- cji: c- -...-::;■ 



124 Rodeo Drive 
Employer's city State 

Beverly Hills 



C-. 



123 Street St. 

Employee's city 
Omaha 



. :-:,;-; ■ ;■:■ : 



50,774.41 



50,774.41 



13 S:a :...:;:■■;. employee □ 



2 ~t :.? ■* ■ : •;-- :--s :: 

12,318.03 

4 Social Sec tax withheld 

3,148.00 



■•~-;a~ = c=. pa;. D 



TaxACT puts questions at the top, but the form at 
bottom is always available for manual edits. 



The heart of the program is 
the Federal tax interview, which lets 
you complete your entire tax return 
from start to finish or skip around the 
different subsections as necessary. As 
with TaxACT, the interview questions 
are displayed at the top of the window 
while the bottom of the window can 
display a copy of the form you cur- 
rently are working on. The software 
only lets you directly edit the form if 
the form is expanded to fill the entire 
window, which helps cut down on ac- 
cidental typing errors but also makes 
it impossible to see the advice in the 
interview window as you edit. 

A column to the right of the inter- 
view questions contains links to the 
help files related to that section and up- 
dates itself as you move from question 
to question so you're always one click 
away from relevant advice. Many of the 
interview screens also have a Help Me 
button that takes you to a short and 
separate line of questions related to the 



current topic so you can better decide 
what choice to make. For example, if 
you are unsure what filing status to use, 
clicking Help Me takes you to a line of 
questioning about your marital status 
that wouldn't otherwise appear. 

The interview does a great job of 
asking questions that are relevant to 
you while skipping areas that are 
irrelevant, and we were impressed by 
the way it walked us through the 
Schedule C. The program presents a lot 
of information that is helpful to self- 
employed people and small-business 
owners but makes it easy to digest, and 
the Schedule C portion of the interview 
has plenty of examples to keep the 
uninitiated on track. 

Post-Prep Tools 

We were able to enter duplicate so- 
cial security numbers, although they 
were detected during the Final Error 



Check. When we attempted to 
enter the bogus birthdates, the 
program would not accept 
values below 8 in the century 
slot, which should cut down 
on mistakes in that area. The 
Final Error Check window dis- 
plays the portions of forms you 
need to change, so there's no 
need to search through the re- 
turn for the appropriate entry. 
It also found mistakes that 
other products missed, such as 
ZIP codes that didn't match up 
with selected states. TaxCut's 
planning tools are minimal, 
covering estimated taxes, re- 
tirement, and education plan- 
ning for those with students. 

Final Verdict 

You get a lot for your money 
with TaxCut Premium, even 
though you must deal with a 
lot of mail-in rebates to take 
advantage of the really good 
stuff such as Ask A Tax Advisor 
($19.95 per topic without re- 
bate) and free federal e-filing 
($15.95 per return without rebate). 
One of the biggest benefits this 
package offers is Worry-Free Audit 
Support if you e-file, where you are 
guaranteed to have an H&R Block 
representative with you at an audit 
should that happen. TaxCut Premium 
also includes a mail-in rebate coupon 
that gives you one free session of 
H&R Block's Ask A Tax Advisor, 
where you can talk to a trained tax 
professional about any topic you 
choose. Best of all, if you don't like 
the software, you can apply its cost to 
office fees at any H&R Block location 
and let a pro handle your return. 

TaxCut Premium represents the best 
overall value of the packages we tested. 
It has all of the power of TurboTax 
(with a better overall interview), but 
costs less and in many ways is easier to 
use. It is also far more powerful than 
TaxACT, especially for those who need 
to fill out a Schedule C. 



the 
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TurboTax Premier 2005 

Intuit 

$69.95 

www.intuit.com 



TaX&lt Pnmi 



TurboTax is far and away the most 
popular tax software sold at 
retail, and for many good 
reasons. It has a first-class 
interview that goes into 
great depth on topics that 

apply tO USerS without bog- 2005 Life Changes 

ging them down in irrele- 
vancies. It also lets you 
import data from Intuit's 
Quicken or QuickBooks fi- 
nancial software, and even 
includes a video that shows 
you how to accomplish this 
step-by-step. This is a huge 
advantage to users of those 
products because they can 
track and categorize per- 
sonal and business expenses 
throughout the year using 
the financial software and 
then add all of that data to 
TurboTax without having to 
retype it. 

As with the other pro- 
grams, TurboTax automatically for- 
mats dates, social security numbers, 
phone numbers, and other data to re- 
duce both typing time and errors. 
When we entered the same social secu- 
rity numbers for two people along with 
bogus dates of birth, the program 
caught both errors, but not in the way 
we expected it to. The software displays 
a reduced-size version of the 1040 be- 
neath the interview questions (this can 
be hidden to make more room, but we 
left it up while working). We noticed 
that although the software let us enter 
the bogus information and then pro- 
ceed with the rest of the interview, it 
marked the suspect items in red on the 
miniature 1040, and also marked them 
in red when the virtual 1040 was ex- 
panded to fill the entire window This 
made it easy to plow through the inter- 
view as quickly as possible and then 
make all of our corrections at the end. 



The program's help system is exten- 
sive but spotty in its operation. For ex- 
ample, during the interview we were 
asked if we wanted to print our tele- 
phone number on the return, but there 
was no help documentation to tell us 
why this is optional, whether or not we 



2. Federal 
Personal Dependents Income Adjustments Deductions Credits Taxes Misc. Finish Review 



t' .;:-:.:. t : - :- ~: ;~ Z . " ; "- 
;■; -„\ offset your tax situation. 

□ Got married. 

r Got divorced or separated. 

X Had a baby. 

r Adopted a child. 

r Lost a spouse. 

-.= ::-"".= : ::: : ■■-.:■ :> ■-:.--- 1-. 

Work 

R Started a newjob. 

r Started a business. 

X r.-1 ove d for j o b-re late-:! re a s o n s . 

r Served in the military. 

r Lost a job. 

T Retired. 



Property and Investments 

X Bought a house. 

r Started investing. 

r Opened a retirement account. 

r Inherited property. 




Shaw Form 


m 




1 il : Li-qi Check. 


* 




Ask A 1st Advisor 


► 



One of the best features of TaxCut is its Life Changes page, 
which helps custom-tailor the rest of the program's interview 
to your specific tax situation. 



should, or what purpose putting the 
number there served. It would be nice 
to have tips and information consis- 
tently available for every interview 
questions, however minor. 

Federal Interview 

The more important and involved 
sections of the interview offered con- 
siderably more guidance, thanks 
mainly to the inclusion of a Guide Me 
button. If you know what you're doing, 
you can proceed through the interview 
fairly quickly, but clicking the Guide 
Me button takes you to an additional 
line of questioning that helps you make 
a decision. A good example of this is in 
the section where you choose your 
filing status. If you already know how 
you want to file, you can mark Single, 
Married Filing Jointly, or whatever and 
get on with the rest of the interview. If 



you aren't sure, however, clicking 
Guide Me lets you answer several more 
questions about your marital status 
that helps you choose the filing status 
that corresponds to your personal situ- 
ation while complying with IRS 
(Internal Revenue Service) guidelines. 
When the Guide Me 
button is not available, 
you'll usually find an Ex- 
plain This link that brings 
up related information 
when you click it. For the 
most part, this information 
is to-the-point and includes 
a long list of examples to 
help in your decision- 
making. The most complex 
sections have a Learn More 
About This Topic link that 
brings up more detailed in- 
formation than Explain 
This and provides some 
much-needed context for 
some of the questions. 
When entering the infor- 
mation for a dependent, we 
saw that there were Son, 
Daughter, and Child op- 
tions listed on the drop- 
down menu, and wondered 
if selecting Child instead of Son would 
make a difference on our return. 
Clicking Learn More About This Topic 
answered our question immediately 
(for the curious: It makes no difference 
as long as the dependent is your biolog- 
ical child, adopted child, or stepchild). 

After you enter your personal in- 
formation, TurboTax breaks down 
the rest of the interview into four 
separate categories: Income, Deduc- 
tions, Taxes & Credits, and Miscel- 
laneous. You are free to complete 
each section in any order, fill out cer- 
tain portions, work on something 
else, and then come back to a por- 
tion, or otherwise complete the 
forms however you see fit. When you 
open any category, all of the subcate- 
gories are listed at once, and if you 
know what you're doing you can just 
work with the subcategories that 
apply to you and ignore the rest to 
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save time. Everyone else 
can click the Walk Me 
Through All button to 
work through the entire 
category from start to 
finish, learning what they 
need to do and what they 
can ignore as they go. 

The software has an In- 
stant Data Entry feature that 
can download your W-2 
form and investment in- 
come from payroll providers 
and financial institutions 
that support the technology. 
When walking through the 
interview, some topics are la- 
beled This Is Not Common, 
making it a little easier to 
breeze through portions that don't 
apply to your situation. 

Premier Guide is a tool you can use 
to help determine legitimate business 
expenses when filling out Schedule C. 
It steps you through every potential 
deduction, explaining things along the 
way, and sometimes the guide offers 
video help for common gray areas 
such as entertainment expenses. 

When we filled out the forms for a 
home office, the program asked 
whether or not we operated a business 
from two addresses throughout the tax 
year, which is great for people who 
move and need to fill out multiple 
copies of form 8829. The other pro- 
grams also allow for this, but don't 
handle it as slickly. 

The virtual 1040 form is very easy to 
edit manually, and clicking an entry 
brings up an icon that takes you di- 
rectly to the related portion of the 
Interview when clicked. This is invalu- 
able for getting additional advice or in- 
structions about an entry on the form 
without having to page back through 
the entire interview searching for it. 

Post-Prep Tools 

The Deduction Finder tool pro- 
vided at the end of the interview is 
great. It covers nearly all of the 
home office deductions that are 
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Final Verdict 



Experts can go directly to sections of the interview that 
apply to them, while newcomers can be guided through 
the entire TurboTax QnA session. 



commonly overlooked, and many 
times the suggestions are accompa- 
nied by specific instructions telling 
you how to use TurboTax to take 
advantage of the deductions. This 
tool also incorporates all of the in- 
formation you provided during the 
interview, so it really targets poten- 
tial deductions that apply to you and 
doesn't deluge you with possibilities 
that aren't actually available to you. 

The Audit Alerts tool scans your 
tax return for data that is thought to 
have a better chance of triggering an 
IRS audit. Using it doesn't guarantee 
you won't be audited, of course, but 
this is a nice tool for people in cer- 
tain industries (entertainers, musi- 
cians, clergy, attorneys, etc.) that are 
known to have better chances of 
drawing the short straw when audit 
time rolls around. 

TurboTax also provides some 
planning tools to help you get a head 
start on the 2006 tax season. It han- 
dles estimated tax payments and 
forms just like the other software we 
looked at, and lets you track dona- 
tions throughout the year and select 
between different IRAs. A Life 
Events Planner will also help you by 
showing you the tax impact of var- 
ious situations that you may experi- 
ence such as having a child, getting 
married, or buying a house. 



TurboTax has some out- 
standing features, but they 
unfortunately come at a 
price. This is the most ex- 
pensive package we tested 
by far, and you have to tack 
on an additional $14.95 to 
e-file your federal return. 
Intuit also charges for audit 
insurance, which TaxCut 
2005 Premium + State of- 
fers for free. 

Regardless, TurboTax is 
much less expensive than 
contracting a CPA or tax 
professional, but you still 
get near-professional re- 
sults. Much like TaxCut, this software 
is great for people who have to fill out 
a Schedule C, and it's a no-brainer for 
Quicken users who can import data 
and get help for all of their financial 
software from a single source. 

Not For Everyone 

Although these are all capable prod- 
ucts, we know from experience that 
they are no substitute for a CPA. The 
extra money CPAs charge gets you a 
real professional who can find every tax 
deduction you are eligible for and who 
also knows how to bend the rules 
without breaking them to reduce your 
tax bill — sometimes substantially. It's 
kind of like buying a suit off of the rack 
as opposed to having one custom-tai- 
lored for you: The store-bought clothes 
may fit a wider variety of people, in- 
cluding you, but they'll never accen- 
tuate your strengths and hide your 
weaknesses like the tailored threads. 

That said, tax software is a superior 
choice for most people, especially if 
you have straightforward taxes that 
don't warrant hiring a pro but are too 
complex to be done by hand (or on a 
1040EZ form). If you're still doing 
your taxes by hand, get with the pro- 
gram — literally. Qjs] 

by Tracy Baker 
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Hie With 
TurboTax 2005 

Make Tax Time Just A Little Easier 




Twenty years ago, tax payers 
could either shell out some 
cash to have a professional 
prepare their tax returns, or 
they could gather up the necessary 
forms and try to prepare their own re- 
turn. Software has made the latter op- 
tion more bearable for many users. 
Intuit's TurboTax was one of the first 



programs to offer home users help in 
preparing their own taxes. Today, 
TurboTax is well-known for its easy- 
to-use interface and an interview 
process that helps ensure a complete 
and accurate return. 

At the time we wrote this article, 
Intuit had not released the latest ver- 
sion of TurboTax, but Intuit provided 



us with a beta copy of TurboTax Pre- 
mier 2005 to help write this guide. Be- 
cause we relied on a beta version, 
there's a chance the final version may 
differ in small ways, but Intuit wasn't 
expecting any major changes in the 
software before its release. 

Intuit offers three versions of Turbo- 
Tax: TurboTax Basic, TurboTax De- 
luxe, and TurboTax Premier. Intuit 
sent us the Premier version, which in- 
cludes tools to help you report invest- 
ment sales, determine capital gains or 
losses, and manage your 401(k) contri- 
butions. Premier also includes business 
tools to help you file a Schedule C and 
to help with rental property income. 
Unfortunately, we don't have the space 
to delve into many of these added fea- 
tures. Instead, we'll focus primarily on 
the basics of TurboTax so many of our 
instructions will be relevant in Turbo- 
Tax Basic or TurboTax Deluxe. 

What's New 

Traditionally, Intuit has used its 
EasyStep interview wizard to walk you 
through preparing your federal and 
state taxes. The interview process 
helps ensure you don't omit any vital 
information that could net you a 
larger return or keep you from getting 
audited. TurboTax 2005 alters the in- 
terview process a bit using new sum- 
mary screens that let you skip sections 
of the preparation process that aren't 
relevant to your return. If you're 
comfortable preparing your own 
return, summary screens will let you 
get through the process faster. On 
the other hand, if you prefer the com- 
fort of the old interview process, 
you can ask TurboTax 2005 to walk 
you through all sections, so you don't 
leave out any necessary information. 

Install 

If you have Autorun enabled in 
Windows, all you need to do is insert 
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the TurboTax 2005 install disc into 
your drive. If you've disabled Autorun, 
insert the disc, open My Computer, 
double-click your optical drive, and 
double-click Setup (or Setup.exe de- 
pending on your settings). Click Yes 
when Windows asks if you want to in- 
stall TurboTax 2005 to start the instal- 
lation program. 

The first time you run 
TurboTax, it'll ask what 
state you currently live in. It 
will then attempt to down- 
load the proper version of 
TurboTax State and any 
software updates that may 
be available. If you don't 
have a working connection, 
you can request a CD from 
Intuit at (800) 624-8384. 



children you might have who need to 
file their first return). The other link 
provides more information on using 
TurboTax. To start a new return, 
click the Start Return button. If 
prompted, select 2005 US Form 
1040: Individual Income Tax Return 
and click OK. 
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Interface Overview 



The TurboTax interface 
resembles a Web site. Hyper- 
links let you jump to various 
parts of the preparation process or 
learn more about a specific question or 
phrase. TurboTax divides the process 
into six primary sections. In the first 
section, Personal Info, you specify your 
name and address along with the 
names of your spouse and dependents. 
In the Federal Taxes section, you list 
your income and any deductions you 
wish to take. The Federal Review sec- 
tion quickly reviews the information 
you've provided for accuracy. State 
Taxes lets you prepare your state re- 
turn. You can file your return electron- 
ically or by mail in the Print & File 
section. Finally, you can plan for the 
next tax year in the Planning section. 
To jump between these sections, 
simply click the proper tab at the top of 
the window. 

The Welcome To TurboTax screen 
is where everything begins. Here you 
can start a new return or continue an 
existing return. You can also file an 
extension or amend a return using 
the links at the bottom. Near the top 
of the window, you'll see two special 
links, one for first time filers (any 



Not sure what to select for your filing status? Click the 
Guide Me button, and TurboTax will help you select. 



Personal Info 

TurboTax tries to save you as much 
time as possible by importing your 
personal information from a previous 
version of TurboTax. If your filing 
status or address has changed in the 
last year, you can update it before 
continuing. If you haven't used 
TurboTax before, you'll need to enter 
your personal information by hand. 

The Personal Info section starts by 
asking you for your filing status. If 
you're unsure how you should file, 
click the Guide Me button, and Turbo- 
Tax will ask you some questions to de- 
termine which options are available. 
Next, you'll need to provide your 
name, birth date, and social security 
number. If you're married, enter the 
same information for your spouse. 
TurboTax may ask some additional 
questions. For instance, if you're mar- 
ried and opt to file separately, Turbo- 
Tax may ask you if your spouse is 
itemizing his or her deductions. (The 
IRS requires you itemize deductions if 
your spouse does.) 



Next, TurboTax will ask you about 
your location. Select the proper option, 
provide your current address, and then 
select your state. If you have not lived 
in the state for the entire year, Turbo- 
Tax will ask you a few additional ques- 
tions regarding other states where you 
lived and when you established resi- 
dency in your current state. 
TurboTax may also ask if you've 
received income from any other 
state. If you've lived in another 
state during the tax year or re- 
ceived income from another 
state, you may have to file a tax 
return in that state. Additional 
TurboTax State software will 
cost you $29.95 each. 

Next, enter your occupation 

and your work phone number. 

TurboTax gives you the option 

of including your work number 

on your return. Finally, select 

any special situations that may 

apply. For instance, if you were 

legally blind by the end of the 

year, you'll want to check this option. 

Blue hyperlinks appear throughout 

the entire interview process. Clicking 

a link offers additional information 

about a question or a term to help 

avoid confusion. 

Dependents. The next section lets 
you provide information about any 
dependents you might have. Again, if 
you're unsure if someone qualifies as 
a dependent, you can click the Guide 
Me button for more information. 

If you have any dependents, Turbo- 
Tax will ask you for their personal in- 
formation, including their name, social 
security number, and birth date. You'll 
also need to select one of the Depen- 
dent Types listed and in some instances 
specify a relationship. After adding the 
first dependent, TurboTax will present 
you with a summary of dependents. To 
add additional dependents, click the 
Add button. 

Import from Quicken, Quick- 
Books, etc. In the next section, you'll 
have the opportunity to import tax 
data from certain financial applica- 
tions. You can import data from any 
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application that can export a TXF 
(Tax Exchange Format) file. TXF files 
are a standard used by many personal 
finance applications. TurboTax can 
import tax- related information stored 
in these files. If you've used your per- 
sonal finance software to track your 
taxable income (and not just your net 
pay) this option provides a 
quick and easy way to import 
that tax information. An 
import wizard walks you 
through the process of im- 
porting a TXF file or import- 
ing information from other 
Intuit applications such as 
Quicken or QuickBooks. 

Federal Taxes 

The next section begins 
with a summary screen that 
includes four sections: In- 
come, Deductions, Taxes & 
Credits, and Miscellaneous. 
You can start in any section, 
but generally it's best to start 
with Income. Click the Go 
button next to Income to 
begin the process. 

Income. This section begins with 
another summary screen listing pos- 
sible sources of income. You'll almost 
certainly have to fill out the Wages & 
Salary portion, so we'll begin there by 
clicking the blue Add button. Alterna- 
tively, you can have TurboTax walk 
you through all 1 1 sections by clicking 
the Walk Me Through All button near 
the top. 

In the Form W-2 Summary screen, 
click the Add button to add informa- 
tion from the W-2 form provided by 
your employer. TurboTax will give 
you the option to enter the data man- 
ually or download the data using your 
employers EID (Employer Identifi- 
cation) number. We recommend 
trying to download the information 
first, so select Try Instant Data Entry 
To Retrieve My Information. Turbo- 
Tax will ask for your employer's EID 
number. You can find this number in 
box b on Form W-2. TurboTax will 



use the EID and the personal informa- 
tion you've provided to try and locate 
any W-2 information that's on file 
with the IRS. 

Alternatively, you can select Enter It 
Myself. TurboTax presents you with 
several fields, each corresponding to a 
box on your W-2 form. Provide the 
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The new summary screens let more experienced users 
move through the process faster, but you can still ask 
TurboTax to walk you through all sections if you're 
concerned you might miss something. 



relevant information in each field and 
click Continue when finished. Turbo- 
Tax will ask about any special situa- 
tions surrounding this reported 
income. For instance, you'll want to let 
TurboTax know if the income you're 
reporting is from religious employ- 
ment. If you've had more than one job 
during the year, you'll need to repeat 
the process for each additional W-2. 

After you complete this portion, 
TurboTax should provide you with a 
rough estimate of your refund (or, 
heaven forbid, the amount you owe). 
This amount may change, especially if 
you have deductions yet to enter. 

If any other portion of the sum- 
mary list applies, click the Add button 
and provide the relevant information. 
When finished, click the green Done 
With Income button. If prompted, 
save your return. 

Deductions. After returning to the 
Federal Taxes summary screen, click 
the blue Go button next to Deductions. 



Again, you can opt to use the summary 
list or click the Walk Me Through All 
button. Just as in the Income section, 
click any portion of the summary list 
that applies. For instance, if you have 
mortgage payments to deduct, click the 
Add button next to Mortgage Interest 
and provide the relevant information. 
Once again, TurboTax may be 
able to retrieve information 
about your deductible mort- 
gage interest via the Internet. 

Taxes and credits. When 
you're finished listing deduc- 
tions, you may need to provide 
additional information re- 
garding taxes and credits. For 
instance, if you have a house- 
keeper, nanny, or cook that 
works in your home, you'll 
need to provide the relevant 
information in the Household 
Employee Taxes portion found 
here. Likewise, if you have a 
qualifying child under age 14 
who earned income, you may 
be able to report this informa- 
tion on your taxes. For more 
information about any partic- 
ular subsection, click the More Info 
link. Again, if you prefer, you can have 
TurboTax walk you through all sec- 
tions to help ensure you don't miss 
anything important. 

Miscellaneous. Just as it sounds, this 
final section is where you'll find all the 
miscellaneous options. If you want to 
request an extension, for instance, you 
can do it here. After providing all the 
relevant data in each of the four sub- 
sections, click the green Done With 
Federal Taxes button to continue. 

Federal Review 

This next section is where you'll fi- 
nalize your return and check for any 
errors before moving on to your state 
return. You'll also have an opportunity 
to use any additional tools that may 
accompany your TurboTax package. 

Your bottom line. This is the sum- 
mary you've been waiting for. Turbo- 
Tax figures your return using both 
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the standard deduction and an item- 
ized deduction and advises you which 
option will save you the most money. 
Select the proper option, and Turbo- 
Tax will provide you a summary of 
your return including any refund 
you're owed. 

Some versions of TurboTax, such as 
our Premiere version, may offer an IRA 
contribution calculator. The calculator 
helps determine how much money an 
IRA contribution may save you on this 
return. You'll also have the opportu- 
nity to apply a portion of your refund 
to next year's taxes. Finally, you'll have 
an opportunity to set up direct deposit 
by providing the relevant information 
from a blank check. (You can skip this 
for now if you want; you'll have an- 
other chance to enter this information 
when you file your return.) 

TurboTax will let you know if you 
need to attach any additional forms to 
your return and offer you a chance to 
make a contribution to the Presidential 
Election Campaign Fund. Again, cer- 
tain versions may also offer a 401(k) 
Maximizer tool that helps you increase 
your 401(k) contribution without re- 
ducing your take home pay. 

Federal review. TurboTax will give 
your return the once- over and report 
any missing information or other er- 
rors that need correcting. Before you 
begin the check, you may want to look 
for recent software updates for the 
program, especially if you've prepared 
your return over several days. If 
TurboTax finds any errors, it will offer 
you the opportunity to fix them be- 
fore moving on to your state return. 

Useful tools. Depending on your 
version of TurboTax, you may have 
additional tools you can run to help 
you find deductions or alert you to 
possible audit triggers. Deduction 
Finder offers hints related to your 
specific return that could increase 
your deductions and save you money. 
Audit Alerts provides information 
about common errors for specific in- 
dustries. For instance, TurboTax tells 
lawyers that the IRS may look into 
personal accounts to ensure that no 



business income was improperly de- 
posited into a personal account. 

Professional services. Finally, 
TurboTax makes an attempt to sell 
you additional services. If you're re- 
ally uneasy about filing your own re- 
turn without having it professionally 
reviewed, you can pay $24.95 to have 
an expert look it over for you. Turbo- 
Tax also offers Audit Defense, which 
provides an audit expert in the event 
that your return gets audited. 

TurboTax State 

This section varies depending on 
what state you live in, but the process 
is fairly easy and straightforward. You 
may need to provide some informa- 
tion, such as your school district, but 
most of the information you need for 
this section was entered when you 
provided your W-2 information. 
When you've finished providing any 
additional information regarding your 
state return, TurboTax will check your 
state filing to make sure there are no 
glaring mistakes or omissions. 

Print & File 

Finally, it's time to tell the IRS how 
much it owes you. TurboTax lets you 
either file by mail or file electronically. 
Electronic filing eliminates inaccura- 
cies, and if the IRS owes you money, 
you'll receive your refund much faster 
(in as little as 10 days, according to the 
IRS). Electronic filing, however, costs 
$14.95 per return. TurboTax does 
offer a mail- in rebate for the cost of 
filing one federal return. 

If you decide to file electronically, 
TurboTax will offer you the chance to 
participate in its refund bonus pro- 
gram. Through this program, you can 
opt to receive your refund in the form 
of gift cards from retailers such as 
Home Depot, Blockbuster, and Bed, 
Bath, & Beyond. The hook is that 
you'll receive more in gift cards than 
you would in cash from the IRS, but 
you're limited as to where you can 
spend your return. 



If you haven't configured Direct 
Deposit already and wish to use it, 
you can do so at this time by clicking 
the Direct Deposit option when it ap- 
pears. If you opt to use direct deposit, 
TurboTax will give you the option of 
having filing fees deducted from your 
direct deposit. The downside is that 
this will cost you an additional 
$24.95. You'll need to enter the 
proper information from a blank 
check as indicated by TurboTax. 

If you're filing by mail, TurboTax 
will print your return along with a 
summary and instruction sheet. If the 
PC you're using doesn't have a printer 
connected, you can save your return 
as a PDF (Portable Document For- 
mat) file by clicking the Save As PDFs 
button. You can then transfer this file 
to another PC and print it using 
Adobe Acrobat or other software ca- 
pable of displaying PDF files. 

Plan For Next Year 

Finally, after you've filed your re- 
turn, TurboTax may offer several 
tools to help plan for the 2006 tax 
year any beyond. The Life Events 
Planner demonstrates the tax impact 
of life events such as buying a home 
or getting married. An IRA Analyzer 
helps you select an IRA. Both of these 
items are included, but TurboTax 
Estimated Taxes will cost you $29.95 
per year. Estimated Taxes, however, 
may be beneficial to those who pay 
estimated quarterly taxes. The soft- 
ware lets you quickly calculated es- 
timated payments and even file 
pay-ments electronically. 

Many Happy Returns 

Between its straightforward inter- 
view process and several tools that 
help ensure accuracy, TurboTax helps 
ease one of the least joyous parts of a 
new year. If taxes are one of life's in- 
evitables, it pays to make the process 
of settling them as easy as possible. H 

by Chad Denton 
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Prepare & Hie 
WithTaxCut 

H&R Block's TaxCut Gets The Job Done 




Tax season is a time of the year 
that few (if any) of us look 
forward to. Between gath- 
ering all of the required infor- 
mation and trying to figure out where 
it goes on the tax forms, filing your 
taxes can be a complicated process. If 
you're not feeling brave enough to go 
it on your own, consider using a tax 



preparation software package to guide 
you through the process. 

H&R Block (www.hrblock.com) of- 
fers a variety of tax preparation prod- 
ucts, including its TaxCut (www 
.taxcut.com) packages. With three 
software products from which to 
choose — TaxCut Standard, TaxCut 
Deluxe, and TaxCut Premium — you 



should be able to find one that meets 
your needs. TaxCut Standard, TaxCut 
Deluxe, and TaxCut Premium have 
respective prices of $9.99, $29.99, and 
$49.99. One of the new features this 
year with TaxCut Deluxe and TaxCut 
Premium is the inclusion of TaxCut 
State. By including TaxCut State with 
these products, users can file their 
state tax returns without having to 
purchase and install an additional 
program. TaxCut Standard users will 
need to purchase and install TaxCut 
State separately. 

What's New 

Probably the most revolutionary 
new TaxCut feature this year is the 
free Worry-free Audit Support for 
users who e-file their returns. With 
Worry-free Audit Support, you can 
rest easy knowing that H&R Block 
will help in the event of an IRS 
audit. H&R Block will help a user 
prepare for the audit and provide an 
H&R Block enrolled agent to repre- 
sent the user before the IRS. Al- 
though enrolled agents do not 
provide legal representation, their 
tax advice in the time of an audit can 
be quite helpful. Worry-free Audit 
Support is included for Standard, 
Deluxe, and Premium users. 

If you're concerned about using a 
program to file your taxes because 
you're worried about a question that 
might arise during the process, H&R 
Block offers a Toil-Free customer 
support line to all Standard, Deluxe, 
and Premium users. With this phone 
number, you can find the answers to 
your questions without having to 
worry about racking up an expensive 
phone bill or paying additional fees. 

Deluxe and Premium users receive 
free federal e- filing after mail- in re- 
bate, though you'll have to pay 
$15.95 initially. Additionally, TaxCut 
Deluxe and Premium also include 
H&R Block's popular DeductionPro 
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software, which helps you keep track 
of cash and noncash donations so 
that you can turn them into tax sav- 
ings. TaxCut Premium users enjoy 
additional new features this year, 
including a free Ask A Tax Advisor 
session with an H&R Block tax pro- 
fessional after mail- in rebate (rebate 
up to $15.95). 

Find A Suitable Solution 

With three TaxCut options, it can 
be hard to know which one will best 
suit your needs. All of the TaxCut 
personal tax programs include an easy 
interview process to assist taxpayers 
in filing their returns. In addition, 
you'll receive Worry-free Audit Sup- 
port if you e-file. The programs also 
check your return for errors and can 
import information from a variety of 
other programs such as TurboTax, 
Quicken, and Microsoft Money. 
YouTl also receive an H&R Block 
Advantage report that helps you find 
ways to improve your tax and finan- 
cial situation for next year and assis- 
tance with life -event changes as they 
apply to tax situations. 

While TaxCut Standard comes with 
basic features, TaxCut Deluxe and 
Premium users enjoy the added bene- 
fits of state tax return preparation, 
DeductionPro, free federal e-filing 
after mail- in rebate, multimedia tax 
guidance, and quick access to IRS 
publications. H&R Block also in- 
cludes Kiplinger Tax and Financial 
Planning Library and a $20 mail- 
in rebate for Kiplinger's Complete 
LegalPro software in both the Pre- 
mium and Deluxe versions. 

For TaxCut Premium users, H&R 
Block has included additional guid- 
ance for new or refinanced mortgage 
deductions, help for investors with 
capital gains and stock options, and 
assistance for rental property income 
and deductions. In addition, TaxCut 
Premium includes a free Ask A Tax 
Advisor session after mail-in rebate 
(up to $15.95), premium tax tips and 
advice, a Moving Assistant to help 



with relocation deductions, and extra 
help for Schedule C Business Filers. 

For Starters 

Before using any of the TaxCut 
software packages, you'll need to in- 
stall the software on your computer. 
To do this insert the TaxCut CD into 
your computer's CD drive. If the in- 
stallation program does not begin au- 
tomatically, navigate to the Setup.exe 
file located on the disc. Once you've 
found the Setup.exe file, double-click 
it to start the installation. 

Once the installation program has 
begun, follow the prompts to install 
the software. If you have purchased 
the Deluxe or Premium package, 
you'll also be asked to choose the state 
for which you want TaxCut State in- 
stalled. One- state installation is free; if 
you require the use of software for ad- 
ditional states, you'll need to purchase 
them separately. When purchasing 
additional states online, you have the 
option to choose TaxCut Standard 
State ($24.95) or TaxCut Premium 
State ($34.95). The Premium State 
program comes with additional state 
advice and guidance, a free tax profes- 
sional consultation to discuss your 
state return, and built-in multimedia 
state tax law guidance. 

First Steps 

When you've completed the soft- 
ware installation, you're ready to 
begin the process of filing your taxes. 
It's a good idea to have all of the in- 
formation you'll need on hand before 
beginning your return. To make sure 
that you have all of the necessary in- 
formation, refer to the "Tax Prep 
Checklist" sidebar on page 9 in this 
issue. For the purposes of this article, 
we'll use TaxCut Premium to demon- 
strate TaxCut's full functionality. 

All of the TaxCut packages offer an 
easy interview process to help simplify 
filing your return. If you're a previous 
user of TaxCut software, you'll notice 
that H&R Block has consolidated 



TaxCut State 2005 



Because most taxpayers also want 
the convenience of filing their 
state tax returns at the same time and 
place as their federal tax return, 
TaxCut lets you import the common 
information from your federal return 
into your state return. This way, you'll 
save time by not having to re-enter 
your personal, income, and other rele- 
vant information. 

TaxCut State 2005 uses an interview 
process similar to the federal return 
filing process in TaxCut. Within the 
State tab, you'll find six subsections 
that will guide you through the 
process of filing your state return. 
Once you've completed your state re- 
turn, TaxCut will give you the option 
to e-file for a fee of $1 5.95 per state re- 
turn completed. Keep in mind that 
TaxCut Deluxe and Premium come 
with a copy of TaxCut Standard State. 
However, this is only valid for one 
state; if you need to file multiple state 
returns, you'll need to purchase addi- 
tional states for a fee of $24.95 or 
$34.95, depending on your choice of 
TaxCut Standard State or TaxCut 
Premium State. 

Although we weren't able to walk 
through the process of completing a 
state tax return due to the fact that 
state forms and state tax laws for 2005 
weren't finalized at press time, an 
H&R Block representative informed us 
that the state modules should be 
complete and ready for use by the 
time taxpayers receive W-2 informa- 
tion. Any user who purchases TaxCut 
Deluxe or Premium before then will 
need to update their program to re- 
ceive the latest tax information. I 

many of the interview processes for 
2005 onto one screen. In previous 
years, personal information such as 
your name, address, and phone 
number had to be entered on multiple 
screens. Other significant changes that 
previous users of TaxCut will notice 
are the new interview processes for 



54 www.smartcomputing.com / PC Novice 



Tax-Preparation Software 



entering W-2 information and item- 
ized deductions. 

The TaxCut filing process is di- 
vided into five tabbed categories. 
The first category, called Welcome, 
introduces you to the program, 
shows you how to update the soft- 
ware, gives you the option to import 
data from last year's re- 
turn, and lets you select 
whether you want to 
begin with your 2005 fed- 
eral tax return or file an 
extension for filing your 
2005 return. Throughout 
the program, you'll notice 
the Federal and State 
boxes in the upper-right 
corner of the screen that 
indicate the amount of 
taxes owed or the amount 
of a refund you can ex- 
pect to receive. 



section of the program (in this case, 
filing status). 

Dependents. The second subsec- 
tion of the Federal tab is the Depend- 
ents area, which asks you to enter 
information about each of the depen- 
dents you intend to claim a deduc- 
tion for on this tax return. To enter 
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You'll want to make sure you have all of the most recent 
updates to TaxCut Premium before beginning your return 



File A Federal Return 

After you've completed the 
Welcome tab, you'll proceed to the 
Federal tab, which includes 10 sub- 
sections. You'll advance through 
these subsections as you enter the 
information needed to prepare your 
federal tax return. Throughout the 
program, TaxCut offers videos to in- 
troduce you to TaxCut and inform 
you about various tax legislation 
changes for 2005. 

Personal. The first subsection of 
the Federal tab, called Personal, will 
ask you about your personal infor- 
mation, including any life changes 
that you may have experienced in 
2005. In addition, TaxCut will let 
you view more information re- 
garding how these life changes affect 
your tax situation. 

When you've finished the portion 
of the Personal subsection that asks 
about life changes, you'll proceed to 
a screen that asks about your filing 
status. TaxCut offers a Help Me sec- 
tion here and throughout the pro- 
gram to help you determine how to 
answer the questions relevant to the 



dependent information, you'll walk 
through a series of questions per- 
taining to each dependent. 

Income. For the next subsection, 
the Income subsection, you'll need 
many of the documents from the 
"Tax Prep Checklist" sidebar on 
page 9, including your W-2s and 
Forms 1099. To save time TaxCut 
will offer to let you import financial 
data from a money management 
program such as Quicken or Micro- 
soft Money. If you own any rental 
property, TaxCut Professional will 
also walk you through the necessary 
income screens to properly report 
your rental income that is adjusted 
by expenses. 

Adjustments. After completing 
the Income subsection, you'll move 
on to the Adjustments subsection of 
the program. Here, TaxCut will ask 
you about adjustments that you can 
make to your 2005 tax return that 
will save you tax money. Some of the 
topics for this section include re- 
tirement contributions, alimony 
payments, moving expenses, and 
student loan interest paid. 



Deductions. The Deductions sub- 
section follows the Adjustments sub- 
section. Although the Deductions 
subsection can also save you tax 
money, the information necessary to 
complete this subsection is a bit dif- 
ferent from the Adjustments sub- 
section. In this subsection you'll 
need information such as 
mortgage interest paid 
(Forms 1098), personal 
property tax bills, med- 
ical insurance payment 
records, and records of 
charitable contributions. 
Credits. The final sub- 
section that can decrease 
the amount of taxes you 
pay is called Credits. In 
the Credits subsection, 
you'll be able to reduce 
your taxes dollar for dol- 
lar. This means that for 
every dollar you spend on 
qualifying credits such 
as child care expenses and foreign 
income taxes paid, you'll save a dol- 
lar in the amount of taxes you must 
pay to the IRS, regardless of your in- 
come bracket. 

Taxes. After completing the Ad- 
justments, Deductions, and Credits 
subsections that reduce your taxes, 
you'll proceed to the Taxes subsec- 
tion which takes a look at your taxes, 
payments, and penalties for 2005. 
This subsection covers things such as 
household help, unreported tips, ex- 
cess contributions to IRAs, and ex- 
cess accumulations. 

Miscellaneous. Upon completion 
of the Taxes subsection, you'll pro- 
ceed to the Misc. subsection. Here, 
TaxCut will give you the option to 
apply your refund (if any) to your 
2006 taxes. In addition, the Misc. sub- 
section will let you designate another 
person to discuss your return with the 
IRS should the need arise. If you'll 
need additional time to file your 2005 
return, TaxCut gives you the option 
to file an extension of time to file in 
this subsection. Alternatively, if you 
have already filed your return but 
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Finally, we'll save your new 2005 return. 
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TaxCut Quick Tour 



It's helpful to import last year's data when you're 
preparing your 2005 return. 



need to amend it, you can do that 
here as well. 

Finish. After you've finished 
filling out your return, you'll pro- 
ceed to the Finish subsection where 
TaxCut will verify the information 
and calculations in your return and 
check for errors and omissions that 
could cause delays or an IRS audit. If 
you need to make any changes or 
corrections, you can do so within 
the Final Error Check 
report. In the future 
if you want to check 
your return, the Final 
Error Check button is 
always available in the 
lower-right corner of 
the TaxCut window. 

Review. The final 
subsection of the Fed- 
eral tab is called Re- 
view. Here, you can 
view reports that help 
you better understand 
your federal tax return. 
Some of the reports in- 
clude a tax savings re- 
port, a report show- 
ing where your income 
went, a comparison to 
U.S. averages, and the 
ability to use the ex- 
pertise of H&R Block 
tax professionals to 
gain a personalized tax 
planning report. 



you'll proceed to the State, 
File, and Plan tabs. The State 
tab will walk you through 
the process of filing your 
state return. Here again, 
there are subcategories for 
filing your state return: 
Welcome, Income, Credits, 
Taxes, Misc., and Finish. 

The File tab lets you se- 
lect the method of filing to 
use — via postal mail or e- 
file. The cost for e-filing your federal 
return is $15.95. After a mail-in re- 
bate, this fee is refunded. If you 
choose to file your return on paper, 
TaxCut will walk you through the 
process of printing and assembling 
your federal and state returns. 

The Plan tab offers a variety of plan- 
ning options to help you plan for the 
2006 tax year. In this tab you'll be able 
to estimate your taxes for 2006, view 
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Filing Your Return 
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Preparing Your 
Federal Return 

Answer our Interview questions, and 
we'll complete the forms and make the 

calculations for you. 



Please press :he Play bL 



TaxCut offers Quick Tours to help you better understand the 
process of filing your taxes with TaxCut. 
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Almost Done 

After you've com- 
pleted the Federal tab, 
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one of us 
changed names last 
year? 
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Social Security number 
(SSN)? 

What if I don't know 
how to describe my 
occupation? 



How do I enter a 
military address? 



The newly consolidated Personal Information screen lets you 
input all of your personal information on one screen. 



retirement planning options, and view 
information on education planning. 

Save Your Return 

It's always a good idea to keep at 
least one backup copy of your return 
in a safe location. Although TaxCut 
offers an auto save feature that will 
occasionally remind you to save your 
return in the process of filing, it's still 
a good idea to hit the Save button a 
few times on your own, just to make 
sure you don't loose any time spent 
entering important information. 

By default, TaxCut will offer to save 
your return to a location on your hard 
drive. However, it's also a good idea to 
transfer a copy of your return to re- 
movable media, such as a recordable 
CD or DVD, once your return is com- 
plete. This way, the removable media 
can be stored in a separate location 
that is safe from fire, water, 
and other disasters. If you 
want additional assistance in 
backing up a copy of your 
tax return, TaxCut offers 
help in the Wrapping Up 
subsection of the File tab. 



From Ordinary To 
Extraordinary 

TaxCut is designed to 
help ordinary individuals 
file their tax returns on their 
own using a detailed and 
easy-to-understand inter- 
view process. Throughout 
the program, there are 
videos, explanations, and 
detailed questionnaires to 
assist with items a user may 
not know how to answer. 
Users who have a bit more 
extensive tax preparation 
knowledge can skip the 
videos, explanations, and 
detailed questionnaires to 
save time in preparing your 
tax return. W 

by Jennifer Johnson 
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Prepare & Hie 

WithTaxACT 

Step-By-Step Instructions & Tips 




Like tax rules and regulations, 
tax filing software tends to 
change year after year as devel- 
opers add more features to 
make the season of Form W-2s and 
deductibles go as smoothly as possible. 
TaxACT is no exception, so we've pro- 
vided a guide that will help you jump 
right into this year's version, whether 
you're a TaxACT expert or novice. 

We'll show you how we installed 
TaxACT and worked on a basic tax re- 
turn to give you a better idea of how 
to put the program to work for you. 
As you read, keep in mind that there 
are three TaxACT products available: 
TaxACT Standard, TaxACT Deluxe, 



and TaxACT Ultimate Bundle. The 
Standard version is free and lets you e- 
file your federal return for $7.95. The 
Deluxe product costs $12.95 but lets 
you file your federal return for free. 
The Ultimate Bundle is $19.95 and 
helps you calculate both your federal 
and state returns, as well as file your 
federal return for free. (You'll still pay a 
fee to E-file your state return, though.) 
Also notice that TaxACT has online 
versions that don't require you to 
download software or install a pro- 
gram from a CD-ROM. These versions 
are slightly less expensive and have 
many of the same features included in 
the boxed and downloadable versions. 



We'll walk you through the preview 
version of TaxACT Deluxe we installed 
from a CD-ROM, but for more details 
regarding online versions, see the ar- 
ticle "TaxACT Online" on page 78. 

New Stuff 

Even if you've used TaxACT in pre- 
vious years, you should know that the 
2005 release has a number of notable 
differences that you should be aware 
of before you get started. You'll notice 
the new interface right away. This ver- 
sion has a different navigation system 
that's designed to make it easier for 
you to jump between topics faster. 

TaxACT now has a centralized 
printing feature that lets you print a 
return or print a specific tax form. You 
can use an E-file Center that helps you 
file a return electronically, finds e- 
filing instructions, and quickly checks 
the status of your return. This version 
also has a one-click update feature that 
lets you check for updated forms, a 
tool that lets you import Form W-2 
data electronically, and more. 

Get familiar. The TaxACT instal- 
lation process is straightforward. 
Just follow the on-screen instruc- 
tions, accept the license agreement, 
and select the default installation 
folder. The program will launch au- 
tomatically. If you select all of the 
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When you first start TaxACT, the 
program will offer to import your 2004 
tax information. Choose this option to 
cut down on the amount of basic 
personal information you'll have to type. 
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This is the window you'll see the first time 
you start TaxACT. Each step is numbered 
to simplify the tax return process. 



default installation options, you'll also 
see a TaxACT icon on your Desktop 
so that you can quickly load the pro- 
gram in future sessions. 

When you start TaxACT for the 
first time, you'll see a dialog box that 
asks you if you want to import your 
2004 TaxACT return. You can click 
Cancel to skip this option and move 
on to the program's main menu. 

On this menu there are seven 
numbered options, including Basic 
Information, Life Events, Federal 
QnA, State QnA, Review, Filing, and 
Next Year. Above these steps, you 
can use a slew of menus and icons 
that will help you navigate the pro- 
gram and execute dozens of com- 
mands. The top right side of the 
screen updates itself with a num- 
ber that shows your refund or the 
amount you owe. 

Start That Return 

TaxACT's format lets you complete 
tax forms through either an interview 
process or by typing information di- 
rectly into the form. We opted to use 
the step-by-step interview process, 
which is designed to make it as easy as 
possible to complete your tax return. 

To start your return, click the icon 
for step 1, Basic Information. The pro- 
gram displays a welcome screen and 
advertises its state return software, of- 
fering a link to an area on the TaxACT 
site where you can download the pro- 
gram for your state. For now, let's 



focus on starting a federal return. Click 
Continue to move onto the first step. 

The program layout changes a bit 
once you start the data entry process. 
There are four options on the right 
side of the screen: Details, Form 
Instructions, J.K. Lasser Expert Tax 
Help, and the Continue and Back 
buttons that help you move forward 
and backward in your work. If you 
click Details, TaxACT displays a box 
that will let you enter detailed notes, 
numbers, and dates to assist you in 
completing the form. The Form 
Instructions button simply brings up 
official instructions for the form, and 
if you click J.K. Lasser Expert Tax 
Help, you'll see extra advice that will 
help you avoid tax form faux pas. At 
the bottom of your screen, you'll see 
the same options, as well an elec- 
tronic version of the form you're 
completing. By default, TaxACT 
starts with Form 1040. 

TaxACT prompts you to enter your 
full name. As you type your name, no- 
tice how the program simultaneously 
enters information into the form at the 
bottom of your screen. Once you've 
entered your name, click Continue. 
Then type your social security number 
and date of birth. If you click the J.K. 
Lasser Expert Tax Help button, you'll 
see why you should double-check both 
your name and Social Security num- 
ber — these bits of information must 
exactly match IRS records, otherwise 
your return will be rejected. 

In addition to expert tax help, as 
you work TaxACT offers to turn on 
the AutoSave feature. This feature au- 
tomatically saves your return as 
you're entering information to keep 
your return safe in case you experi- 
ence PC or power problems. We rec- 
ommend that you turn on this feature 
to safeguard the information you're 
typing into your return. 

On the next page, TaxACT prompts 
you to enter name and social security 
number information for your spouse. 
When you're done typing, or if you're 
single, click Continue. We filed our 
sample return for a single adult. 



The interview form asks you to in- 
dicate whether you're legally blind or 
disabled. Click one of these check- 
boxes if they apply to you. If you click 
the Expert Tax Help button, you'll see 
more information about this topic 
through a link named Benefits Avail- 
able For Being 65 Or Older Or Blind. 
Also notice the red exclamation point 
and View Tip in the Expert Tax Help 
Window. If you click View Tip, you'll 
see more detailed information about 
how blindness and disability affect 
your deductions. If you're not blind 
or disabled, click Continue. 

More personal info. Enter your job 
title and daytime phone number. The 
program indicates that you don't really 
have to provide this phone number if 
you'd rather not, but doing so will ex- 
pedite the return process in case the 
IRS needs to call you. After you enter 
this information, you will see another 
sales pitch from TaxACT. The com- 
pany offers software that turns your PC 
into a 10 -key printing calculator. You 
won't need this program if your return 
is fairly simple, so click Continue. 

Enter your mailing address, and 
if you currently reside in a foreign 
country, use the instructions below the 
text box section for help. Click the 
Expert Tax Help button if you need in- 
formation about notifying the IRS of 
an address change, understanding how 
a nonresident alien is taxed, or for rules 
on community property. After you re- 
view this information, click Continue. 
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TaxACT's interview process divides 
the window into several helpful areas, 
and as you work, you'll notice the ac- 
tual tax form you're working on at the 
bottom of the page. 
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As you work, be 
sure to click the 
J.K. Lasser 
Expert Tax Help 
button from 
time to time. 
This feature 
takes you to 
in-depth tax 
information 
and tips to 
assist you in 
making sound 
tax return 
decisions. 



Now that the program has your 
address, TaxACT again offers a sales 
pitch, this time for software that will 
help you complete your state taxes. 
You can reserve your copy by clicking 
the link at the bottom of the page. If 
you're gung-ho about finishing your 
taxes promptly this year, go ahead 
and reserve a copy, but you can wait 
until later in the return process to 
buy this program. 

The next screen prompts you to in- 
dicate whether you have children or 
other individuals you can claim as de- 
pendents on your return. If you're not 
sure, click the Expert Tax Help but- 
ton, and you'll see eight links per- 
taining to the topic of dependents. 
These links pose precise questions 
that help you determine who fits the 
definition of a dependent. For the 
purposes of this article, we indicated 
that we had no dependents. 

Now choose your filing status. You'll 
choose Single, Married Filing Joint, 
Married Filing Separately, Head Of 
Household, or Qualifying Widow(er). 
If you aren't sure which filing status to 
choose, click the Expert Tax Help 
button, which displays six links that 
will help you pinpoint the filing status 
that applies to you. For our sample re- 
turn, we clicked the Single checkbox 
and then clicked Continue. 

If you want to contribute $3 to the 
Election Campaign Fund, click the 



checkbox. If you prefer to not con- 
tribute, just leave the box empty and 
click Continue. The choice you make 
here won't affect the amount of tax 
you owe or your refund. After you 
make a selection, click Continue. 

The next part of the interview 
prompts you to indicate whether you 
made any federal or state estimated 
tax payments for 2005. Click Yes if 
you made quarterly estimated tax 
payments or if you applied an over- 
payment on your 2004 returns against 
your 2005 returns. (See the article 
"More Money, More Problems" on 
page 28 for more information about 
quarterly estimated tax payments.) If 
you have more questions about this 
area, you can click the Expert Tax 
Help button to see three links for help 
with this topic. You'll also see another 
tip alert that offers even more detailed 
strategies for using quarterly tax pay- 
ments to your advantage. Click Con- 
tinue to proceed. 

TaxACT prompts you to evaluate 
major life events in the past year. 
The list of life events is long, and 
topics include marriage, job change, 
divorce, retirement, inheritance, 
lawsuit, gambling and prizes, stock 
options, and much more. If you 
need more information on a subject, 
click the appropriate checkbox and 
then click Review Topic, which will 
show you a longer explanation of 



each option. When you're finished, 
click Done With Topics. 

Federal QnA 

Now that you've done some re- 
search and finished entering your most 
basic information, you can start the in- 
terview process for your federal return. 
To do so you'll need to have your re- 
ceipts and tax documents handy. 

Click Start Federal QnA and indi- 
cate whether you received any wages 
or a salary from an employer. We'll 
assume that you did, so click Yes. 
You'll need to enter your employer's 
ID number, name, address, and ZIP 
code. You can find this information 
on the Form W-2 form that your 
employer provides. 

Next you'll need to type in wage 
amounts, as well as the amount of tax 
that the federal government withheld 
from your paychecks. If you need any 
help with these numbers or any other 
aspect of your Form W-2 form, be 
sure to click the Expert Tax Help 
button, which will display a key that 
explains each section of this form. For 
example, if you're not sure whether 
you should enter a number for the 
Allocated Tips box, this key will pro- 
vide helpful insights. Click Continue, 
and TaxACT prompts you to enter 
numbers for Advanced EIC (Earned 
Income Credit), dependent care bene- 
fits, and nonqualified plans. 

TaxACT then requests numbers 
from Box 12 on your Form W-2. If 
you have a number in this box, you'll 
have to click one of the drop-down 
menus and then enter a number in 
the Amount column. There are 26 op- 
tions in the drop-down menu, and 
not all of them are self-explanatory, 
so be sure to use the form key if you 
need help. On the next page, you'll 
need to check the boxes that apply to 
Box 13 on Form W-2. If the Statutory 
Employee, Retirement Plan, and 
Third-Party Sick Pay options don't 
apply to you, just click Continue. If 
you aren't sure whether you should 
select these checkboxes, the Expert 
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Tax Help button will take you to in- 
depth information. 

Now you need to enter any state 
tax information on your Form W-2. 
Be sure to double-check these num- 
bers after you type them to prevent 
TaxACT from miscalculating num- 
bers elsewhere on your return. You'll 
enter similar information for any lo- 
cality taxes that appear on your Form 
W-2. Then click through more Form 
W-2 prompts and provide any infor- 
mation that applies to you. 

The program prompts you to in- 
dicate whether you have numbers on 
your Form W-2 that you've not yet 
entered. If not, click No. TaxACT 
will run a preliminary check on your 
return, and if it finds any errors, it 
will ask if you'd like to fix those 
problems now or later. Once you're 
done working on your first Form 
W-2, TaxACT shows your current 
total wage income and prompts you 
to either enter information from an- 
other W-2 or move onto the next 
section. We'll assume you have only 
one Form W-2. 

Further investigations. TaxACT's 
interview process then delves more 
deeply into your financial details. 
You'll report investment income, any 
income or expenses you have from a 
business you own, and enter informa- 
tion about real estate property or roy- 
alty income. The program will also 
request numbers for retirement plan 



payouts, social security benefits, and 
state and local tax refunds. 

After you work your way through 
these miscellaneous categories, Tax- 
ACT will ask you if you'd like to 
itemize your deductions. Because de- 
ductions often have a huge impact on 
your final tax return, clicking the 
Expert Tax Help button will take you 
to extra information on whether you 
should itemize your deductions or 
just take a standard deduction. 

Final Checks 

Once you complete the last sec- 
tions of your tax return, you're 
ready to perform final error checks 
using TaxACT's tools. Before doing 
so, TaxACT will prompt you to 
check online for updates to make 
sure you have the most current pro- 
gram version. 

With your program updated, 
TaxACT shows you color-coded 
alerts that point out errors on your 
return. Red alerts are critical errors 
that will cause problems with your 
return, yellow alerts require you to 
make minor changes, and green 
alerts point out areas in your return 
where a few changes might help you 
save money. TaxACT will also offer 
to compare this year's return with 
last year's, a procedure that may 
help identify other problems. Once 
you go back and make necessary 
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2004 Instructions for Form 1040 
United States Individual Tax Return 
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tax or reduce your refund. To ape ly foi an 3 3N nil in F n m 3 3-5 and return it to the 
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No matter 
which form 
you use, 
TaxACT 
provides form 
instructions 
every step of 
the way. Just 
click Form 
Instructions 
if you find 
certain options 
confusing. 



changes to your return, these alerts 
will disappear. 

State return, too. After you com- 
plete your federal return, TaxACT 
will again offer to sell you TaxACT 
State, which will help you complete 
your state return. If you download the 
state version, you'll see that it inte- 
grates directly into the federal version, 
which means you won't have to re- 
type all of the information you al- 
ready entered for your first return. 

File Your Returns 

After you complete your work and 
double-check it for errors, it's time to 
file your returns. You can print your 
forms at home and then mail them in 
an envelope, but these days, e-filing is 
a speedier option that will also help 
you receive your refund faster. 

TaxACT automatically offers to help 
you e-file after you finish your work. 
You can file one federal return for free, 
and if you opt to use TaxACT State, 
you'll pay $7.95 to file that return. 

You'll see three options in the filing 
section: Free Filing Update, Preview 
Electronic Filing, and Preview Paper. 
In order to file electronically, you 
have to click Free Filing Update, 
which equips your program version 
with the component it needs to send 
your return to the IRS. 

If you entered information for your 
checking account, your return will be 
automatically deposited, usually within 
two or three weeks, pending your re- 
turn's approval. If you owe money and 
provided your checking account 
number, the IRS will withdraw the 
proper amount, so watch for this 
transaction on your bank statement. 

If you're so inclined, you can also 
use TaxACT's planning tools, which 
will help you start preparing for next 
year's taxes. Doing so will help you 
finish your taxes more efficiently and 
lower your frustration as you finish 
this necessary chore. S3 

by Nathan Chandler 
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Deduce Your 
Deduction 

Financial Tools To Find Free Money 




Tax time can be a confusing 
season, and one of the most 
difficult tasks for many 
people is that of figuring out 
their deductions. It's no fun to dig 
through a year's worth of receipts 
and expenses to determine how 
much you can deduct from your 
taxes, but for some taxpayers, the 
time spent hunting down deductions 
is worth the effort. A couple of pop- 
ular tax programs include deduction 
software to help you find out what 
and how much you can claim. Let's 
take a look at a pair of software tools 
that simplify the deductions process. 
Depending on your situation, you 
may or may not benefit from item- 
izing your deductions, which is the 
process of listing and classifying var- 
ious deductions on Schedule A of 
your tax return. 

Each taxpayer is granted a "stan- 
dard deduction," which varies in 



amount from as little as $800 to as 
much as $10,000. You're not required 
to itemize anything for the standard 
deduction; you choose it, use it, and 
that's that. If, however, you have 
enough allowable deductions to ex- 
ceed your standard deduction, you 
can waive the standard deduction and 
itemize. Simple enough, eh? 

Deduction Pro, From TaxCut 

DeductionPro is avail- 
able as a free bonus pro- 
gram in TaxCut Premium 
($49.99; www.taxcut.com), 
a tax preparation soft- 
ware package from H&R 
Block, and as a stand-alone 
program ($19.99). 

The first time you run 
the program, you'll en- 
counter a registration 
screen, typical of many of 



today's software packages. You may 
register immediately or defer until a 
later time. Once you've moved 
through the registration process, 
you'll choose a tax year to work with 
(2005 and 2006 are the choices in the 
current version) and move on to the 
program's opening screen. 

DeductionPro opens in a small, 
cleanly arranged window. Near the top, 
a horizontal navigation bar displays 
clickable links to the major sections of 
the process in a left-to-right sequence. 
Directly underneath the main naviga- 
tion bar, a sub-bar with a red indicator 
identifies the present step and its 
position within the section. A vertical 
pane on the right side of the window 
contains a list of clickable help topics 
that relate to the area of the program in 
which you're currently working. 

The opening screen prompts you to 
establish an account, which is required 
to work within the program. The 
account basically keeps track of all the 
information about a particular user. 
For example, if you and your spouse 
file separate tax returns, you can each 
create an account within Deduc- 
tionPro, and the software will main- 
tain a separate set of information for 
each of you. The account creation 
screen contains several fields that are 
mostly self-explanatory, with the Filing 
Status field being the only one with the 
potential to generate confusion. If you 
don't know your filing status, you'll 
want to consult the IRS Web site 
(www.irs.gov) or the help features in 
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You'll submit your tax deductions on Schedule A. 
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your main tax-prep software. If you 
don't want to select a filing status right 
now, do note that both the Filing 
Status and Estimated Total Income for 
200X are optional. Once you've com- 
pleted this first screen, click the Save 
button, name the file, and move 
forward into the main body of the 
deduction analysis process. 

Depending on how long it has been 
since your copy of DeductionPro was 
updated, you may see a prompt 
screen offering you the opportunity to 
update your software. It is especially 
important to keep tax-related soft- 
ware up-to-date, as changes in the tax 
code are often incorporated into 
updates, along with patches that fix 
bugs or add new features to the 
software itself. For this reason, we 
recommend that you always check for 
an updated version of DeductionPro. 

With your account created and the 
software updated to the latest version, 
the next screen is the home page, 
located within the Welcome section. 
From the home page, you can access 
all the main areas of DeductionPro. 
One helpful feature you should check 
out immediately is the DeductionPro 
Tour, which is an animated demon- 
stration clip that provides a brief but 
useful overview of the DeductionPro 
process. Once you've watched the 
clip, take a look around the screen. As 
we mentioned above, the primary 
navigation bar and the lower sub -bar 
are near the top of the screen. They 
provide click navigation, as well as vi- 
sual indicators to show you where 
you are within the program. Also note 
the buttons at the top and bottom of 
the vertical Help pane on the right. 

There are animated tours available 
not only for the program in general, but 
for each of the major program elements, 
each one accessible via the Tour button 
just above the Help pane. DeductionPro 
is not laid out in quite as linear a struc- 
ture as some other tax-related pro- 
grams; for this reason, we strongly 
suggest that you make use of the various 
tours to familiarize yourself with 
program operation. 
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The home page for Deduction Pro 
is where you'll start to pin 
down your deductions. 



Directly underneath the Tour 
button is a context-sensitive Help 
button. Click it to go directly to the 
most relevant help topic, depending 
on where you are within Deduction- 
Pro. The main body of the Help pane 
contains a list of FAQs, which are also 
context-sensitive. The bottom of the 
pane contains two more buttons. The 
Add/Edit Charity button opens a 
window in which you manage the 
different charitable organizations to 
which you donate. The window is 
actually an interface to a simple data- 
base, and its use is straightforward 
and self-explanatory. After you enter 
the charities, click Done to save the 
list and close the window. You can 
revisit this window at any time, so 
you don't have to enter every charity 
at the same time. 

The second button at the bottom 
activates the Deduction Advisor mode. 
The Deduction Advisor prompts you 
to check off items that apply to your 
tax situation. Once you make your 
selections and move forward in the 
Deduction Advisor mode, the program 
generates advice tailored to your 
particular situation. You can view the 
advice on-screen or print it for easier 
review while working in DeductionPro. 
Once you've viewed or printed the ad- 
vice, click Next to exit the Deduction 
Advisor and return to the primary 
operation mode. 

In the primary operation mode, 
there are three main work areas in 
DeductionPro: 



• Charitable Activities 

• Medical & Other Deductions 

• Reports 

Charitable Activities, as the name 
suggests, is the area in which you 
enter and keep track of your chari- 
table donations. When you click the 
link on the primary navigation bar to 
enter this area, the sub-bar will pre- 
sent three subsections, each accessible 
via a click of the mouse. 

The Cash Donations subsection lets 
you enter donations made via cash, or 
cash equivalents such as credit cards, 
withdrawals from your paycheck, etc. 
Most of the entries in this pane are 
self-explanatory, with the possible 
exception of Benefit Received. If you 
gave money to a qualified charitable 
organization, such as tithes to your 
church, and received no benefit as a 
direct result of your donation, enter 
$0.00 in this field or leave it blank. 
Conversely, a benefit received might 
be something you purchased from 
your church's fundraising drive. For 
example, if you bought a pack of light 
bulbs for $20 that could have been 
bought retail for $5, you received a 
benefit worth $5. In these situations, 
enter the appropriate amount in the 
Benefit Received field. Also note the 
Add Recurring button in the bottom- 
left corner of the Cash Donations 
pane, which will let you automatically 
enter a series of recurring donations 
that you made through the year. 

The Noncash Donations pane 
simplifies the process of calculating tax 
deductions for noncash giving. 
Examples are clothes given to thrift 
stores, food donated to disaster relief 
organizations, etc. After you specify the 
charity, a donation date, and the type 
of donation, the Add/Edit Items button 
becomes active, and clicking it opens a 
window in which you can enter a list of 
the items in that particular donation. 

As with other entry windows and 
panes, this one is quite straightfor- 
ward and simple but is actually one of 
the most useful features of 
DeductionPro. By using the built-in 
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choices for category, type of item, and 
condition, the program will suggest 
appropriate values. Because this is an 
area in which some people have been 
known to assess values considered 
excessive by the IRS, we fervently sug- 
gest that you use these guides unless 
you're sure you can justify higher 
values in the case of an audit. 

The final subsection within Charita- 
ble Activities is for Expenses & Mileage. 
It is here that you enter the informa- 
tion from which deductions are calcu- 
lated for use of your vehicle, along with 
out-of-pocket expenses incurred 
directly via your execution of charitable 
activities. Utilize the FAQs in the Help 
pane to get an understanding of the 
kinds of things that are allowable 
deductions within this realm of giving. 
With our look at Charitable Activities 
concluded, we'll return to the primary 
navigation bar and click the section for 
Medical & Other Expenses. 

The sub-bar here shows that this 
section contains only one pane, from 
which a variety of other deductions 
are managed. At the top of the list are 
medical expenses that were not cov- 
ered by insurance. As we saw in earlier 
entry panes, DeductionPro provides a 
built-in list of expenses that qualify as 
deductions. The FAQs in the Help 
pane provide a fairly comprehensive 
explanation of the deductibility of 
various expenses, but if you remain 
unsure, always refer to official IRS 
documents or ask a tax professional. 

The remaining major section is 
Reports, which will generate an orga- 
nized report of your deductions, 
based on the information you entered 
in DeductionPro. The report can be 
viewed on-screen or printed. The 
report and the FAQs in this section 
explain how to use the information in 
your tax return, with comments for 
those who use paid preparers and for 
those who complete their own tax re- 
turns using software such as 
DeductionPro's "big brother" soft- 
ware, TaxCut. You can import the 
information for your Charitable 
Activities directly into TaxCut from 



DeductionPro, but oddly enough you 
cannot import medical and other 
deductions. You'll have to manually 
enter this information into TaxCut. 

You can return to the home page at 
any time by clicking the Welcome 
section via the primary navigation 
bar. The home page displays a concise 
summary of all information you've 
entered in DeductionPro. Overall, 
DeductionPro certainly provides 
useful assistance in the tax prepara- 
tion process, although the limited 
exportability of its information is a 
definite annoyance. 




The spare home page in ItsDeductible 
helps make the program easy 
to navigate. 



ItsDeductible, From TurboTax 

As we begin our look at ItsDed- 
uctible, we should point out one 
significant difference between it and 
DeductionPro, which we just dis- 
cussed. DeductionPro allows entry 
and tracking of both donations and 
other deductions such as medical ex- 
penses, casualty losses, etc. ItsDeduct- 
ible does not; it focuses exclusively on 
tracking deductions of charitable 
activities. This is not necessarily a 
strike against the program, however, 
as medical and other deductions are 
thoroughly covered within the main 
TurboTax program. Most users of 
ItsDeductible will be using TurboTax 
to prepare their taxes, and of those 
who will not, most will use a paid tax 
preparer who will have a good grasp 
on those types of deductions. 

We should also point out that the 
ItsDeductible discussion is somewhat 



briefer than the look at DeductionPro. 
For a pair of reasons that should not 
be interpreted as a negative: First, 
some cautions and suggestions that 
deal with tax issues in general have 
already been issued above. Second, it 
simply takes less time to cover a beau- 
tifully designed piece of software such 
as ItsDeductible. With all that said, 
let's get started! 

From the first screen, ItsDeduct- 
ible will make TurboTax users feel 
right at home with its logical and 
linear layout. When you run the pro- 
gram for the first time, you'll almost 
certainly encounter an opportunity 
to update, and for all the reasons 
stated above, we heartily encourage 
you to do so. Once your copy of 
ItsDeductible is up-to-date, you're 
ready for action. 

The program is laid out in three 
major sections, each accessible via a 
click-tab near the top of the screen: 
Personal Info, My Donations, and 
Yearly Tracker. If you have questions, 
you'll find help in the bottom-left 
corner via a link and a question mark 
icon on virtually every screen that 
serves up context-sensitive help to 
guide you through. 

A Continue button makes frequent 
appearances toward the lower-right 
area of the screen and always takes you 
forward to the next step in the process. 

The first screen requires you to 
enter your basic information. ItsDe- 
ductible can also store information 
for different users. (To enter a new 
user, click the File menu in the upper- 
left corner and then Add A New 
User.) After you enter your personal 
information, click Continue. The 
Personal Info section contains just 
this one screen, so the click will take 
you directly into My Donations, 
where you can enter and manage your 
deductible donations. 

The My Donations section con- 
tains six subsections, each accessible 
via a clickable subtab just below the 
primary navigation bar: 

Home. This program screen pro- 
vides a concise summary of the 
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information you've entered (or not) 
into ItsDeductible. 

Charities. Here is where you enter 
the charitable organizations to which 
you have made donations. As is the 
case throughout ItsDeductible, the 
process is straightforward and easy. 
Click Add Charity, enter the re- 
quested information, and click Save. 
When you've entered all the charities, 
click Done to return to the My 
Donations home page. 

Items. This is where you enter non- 
cash items that you have donated. 
Despite its simple appearance and op- 
eration, this is without a doubt the 
"core" of ItsDeductible. Click the Add 
Item Donation button to launch the 
process. Choose the appropriate 
charity and click Continue. 

Enter the item and click Search or 
press Enter. We entered "blanket" as 
our example. ItsDeductible displays a 
list of different types of that particular 
item. Scroll through the list and con- 
tinue drilling down within the list 
until you identify the entry that best 
describes your item. Once you find it 
and click it, the pane underneath the 
list displays a matrix of values for 
such items, depending on condition. 
We found this database of items to be 
populated with an impressive number 
of items, with values based on ar- 
guably the greatest reference tool in 
existence for establishing fair market 
value for a particular item, eBay. We 
encourage you to make good use of 
this excellent feature. 

Cash. Go here to enter donations 
of cash, or cash equivalents such as 
checks, credit cards, etc. Click Add 
Cash Donation and follow the 
prompts that appear. 

Mileage. It's important to under- 
stand what kind of mileage deduction 
is entered here and what kind is not. 
First, the latter: This is not the place to 
enter mileage for a business deduction. 
That is an entirely different kind of de- 
duction; consult the help files within 
your main tax program or a tax profes- 
sional if you need help understanding 
business mileage and other car- related 



business expenses. The mileage you 
enter here is mileage incurred directly 
in your execution of charitable activi- 
ties. For example, if you drive 20 miles 
to drop off a load of donated goods to 
the Salvation Army and 20 miles back 
home, you can enter a 40-mile mileage 
donation. The help within ItsDe- 
ductible gives other examples and ex- 
planations to simplify this issue, so do 
avail yourself of that information. 




If you're not sure how much to 
claim for a donated item, use the 
search feature to find approximate 
values for the item. 



Stocks. The final subsection within 
My Donations is the screen on which 
you enter shares of stock that you 
donated to a charitable organization. 
Although the process is simple, we 
urge you to meticulously gather and 
enter this information. Stock trans- 
actions must be reported within tax 
returns, both acquisitions and dispo- 
sitions, and a charitable disposition 
of stock shares may require multiple 
entries across different areas of your 
tax return. Simple errors on tax re- 
turns can morph into future night- 
mares, so do understand that an 
entry here in ItsDeductible may well 
require an entry elsewhere in your 
return. Don't make assumptions; 
consult IRS publications and/or tax 
professionals if you don't fully un- 
derstand this issue. 

Save Now, Save Later 

The final major section in ItsDe- 
ductible, Yearly Tracker, is actually an 



online tool designed to help you keep 
up with deductible donations as you 
move through the coming year. Click 
the link to launch a browser window 
into ItsDeductible Online (www.itsde- 
ductibleonline.com), where you can get 
started managing your 2006 donations. 

Once you've entered all your in- 
formation into ItsDeductible, you 
can see a summary of your charitable 
deductions and also print a detailed 
report from the home page in the My 
Donations section. A variety of even 
more specific reports are available 
via the Reports menu, located along 
the very top of the screen. The other 
top menus contain a variety of useful 
features, as well, so feel free to ex- 
plore those menus if you need some- 
thing more than ItsDeductible 
presents on its screens. 

Finally, all the information stored 
in ItsDeductible can be easily trans- 
ferred into TurboTax. Click the 
Transfer To TurboTax button at the 
bottom of the My Donations home 
page and follow the instructions. 

ItsDeductible is a first-rate pro- 
gram, easy to use, and included free 
of charge in both the Deluxe and 
Premier versions of TurboTax (www 
.turbotax.com). 

Savor The Savings 

Let's face it — keeping track of de- 
ductions for tax purposes is a hassle, 
during tax time or any other time of 
the year. But if you care about keeping 
as many of your hard-earned dollars 
to yourself as you can, you're going to 
need to itemize your taxes and take 
whatever deductions are available to 
you. Both DeductionPro and ItsDe- 
ductible offer good tools to help you 
stay on top of your deductions. And if 
you have TurboTax or TaxCut, you 
may already have the programs, so 
you may as well use them. H 

by Jerry Hatchett 
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Each year, more people ex- 
plore the option of filing 
their tax returns electroni- 
cally. The number of online 
filers has increased to almost 
six times what it was just five brief years 
ago. There are many reasons for the 
increase, including a greater range of 
products, sites, and services available 
for filing tax returns online. Also, more 
people shop and bank online than ever 
before, so in general, people have fewer 
concerns about security or privacy 
when sending personal, sensitive data 
over the Internet. 

It's too early to say how many 
people will file online for the 2005 tax 
year, but all indications are that this 
could be the most popular year yet for 
online filing. According to the IRS, 
last year alone, there was an 11.3% in- 
crease in the number of people who 
filed online. If you haven't filed your 
taxes electronically before, this just 
might be the right year to discard 
your paper returns and explore the 
benefits of e-filing. 

Where To File 

There are many programs that you 
can use to prepare and send your re- 
turn to the IRS electronically. 
However, these programs can cost a 
considerable amount, especially if you 
only need to file one return. In many 
cases a better option is to file through 
an online tax-preparation service. If 
you're especially attached to a partic- 
ular tax-preparation program, such as 



Intuit's TurboTax (www.intuit.com), 
there is a good chance that you can 
continue to use the software you are 
familiar with because many compa- 
nies offer Web-based versions of their 
software. In the case of TurboTax, 
you can skip buying the boxed copy 
and instead use TurboTax Online 
(www.turbotax.com/tax_products/on 
line_products.html), an online ver- 
sion of Intuit's popular tax software. 
In most ways the boxed edition and 
the Web-based edition are the same. 

In addition to TurboTax Online, 
you can also file your taxes online 
through a variety of other Web- 
based tax-preparation tools, in- 
cluding H&R Block's TaxCut for 
theWeb (www.taxcut.com/tcforweb 
/index.html), 2nd Story Software's 
TaxACT (www.taxact.com), CCH 
Tax and Accounting's CompleteTax 
(www.completetax.com), TaxNet 
(www.taxnet.com), PEI's (Petz 
Enterprise) TaxBrain.com (www 
.taxbrain.com), FileYourTaxes.com 
(www.fileyourtaxes.com), and Tax- 
Logic (www.taxlogic.com). You can 
read more about these online tools 
in our online tax preparation articles 
in this section. 

Some of these sites are free, but 
others charge you to file your return. 
If you're comfortable with a specific 
program, such as TaxCut, you might 
want to pay the filing fee so that you 
can use the online version of the soft- 
ware you know and trust. 

However, if you want to search for a 
free Web -based filing service, the IRS 
can help you locate sites that do not 
charge a fee. The IRS has a program 
called IRS Free File, which is a partner- 
ship with the Free File Alliance, a 
group of companies dedicated to pro- 
viding free tax-filing options. You can 
access the Free File page by clicking the 
IRS e-file logo on the left side of the 
IRS Web site (www.irs.gov). Some of 
the services are only available for free if 
you meet specific criteria. You will 
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need to check the requirements to 
determine your eligibility before you 
prepare your return. Also, some free 
services are only available if you link to 
them through the IRS' Free File site. If 
you want to take advantage of a free 
service, make sure you click the link 
from the IRS' list of Free File Alliance 
companies. To get started click the 
Start Now button on the Free File 
Home page. Note that the IRS will not 
make the Free File service for tax year 
2005 available online until the middle 
of January. 

Pros & Cons Of E-filing 

Although many people now file 
electronically, there are both benefits 
and risks to filing over the Web. As 
you can see from the growing 
number of people who trust the 
Internet with their tax returns (see 
the "Ecstatic About E-filing" chart 
on page 67 in this article for statistics 
about online filing), there are plenty 
of individuals who feel that the bene- 
fits outweigh the risks. Still, you 
should consider the ways in which 
e-filing is different from sending a 
paper return so that you can make an 
informed decision. 
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Many popular tax-preparations 
programs, such as Intuit's TurboTax, 
have online equivalents. TurboTax 
Online even includes multiple editions, 
so you can choose the one that best 
meets your needs. 



We'll start by looking at the many 
benefits of filing your taxes through 
a Web-based service. The most 
significant benefit may be accuracy. 
When you send the IRS a paper copy 
of your return, someone at the IRS 
must type all of that data from your 
return into the IRS' computer sys- 
tems. Although rare, typographical 
errors are a possibility. When you 
submit your tax return electroni- 
cally, all of the data goes directly 
into the IRS' software exactly as you 
typed it. 



Because an e- filed return does not 
require someone to transcribe the 
data, you'll usually notice a faster 
turnaround with returns submitted 
over the Internet. For this reason, if 
you expect a refund check, filing on- 
line is a great option. The IRS can 
process your return and issue your 
refund much sooner than if you 
mailed a paper return. 

When you compare the cost of 
buying boxed software with the cost 
of filing over the Web, you can 
quickly see some of the most obvious 
benefits of Web -based filing. Even if 
you don't use a Free File service, often 
the fee for filing online is cheaper 
than the cost of buying and filing with 
boxed software. 

If you aren't already attached to a 
specific program, you'll also find that 
there is a try-before-you-buy benefit 
to using many Web -based tax- prepa- 
ration services. Some of these sites do 
not require you to pay until you reach 
the final stages of the process and are 
ready to submit your return. This 
means you can experiment with one 
service, and if you find it is too diffi- 
cult to use or lacks features you 
desire, you can look for another tax- 
preparation service. 



There are a variety of tax-preparation sites available, and 
trying to choose amongst them can be overwhelming. 
We have several tips that will help you choose a Web-based 
tax site that will meet your needs. 



You may also see that the beginning of the URL is https:// 
instead of http:// in the Address bar. If you use a browser 
other than IE, check the browser's documentation to learn 
how to tell if a Web site is secure. 



Consider the cost for preparation and filing. Not all sites 
charge at the same stage of the filing process. Make sure 
you know all the costs involved, so you can find the best 
value for the number and type of tax returns you'll submit. 

If you plan to use one of the free services listed for IRS Free 
File (www.irs.gov/efile/article/0,,id=118986,00.html), make 
sure you link to the service's Web site by clicking the link 
on the IRS' page. Otherwise, you may not receive the ser- 
vice for free. 

When you enter your personal information on an online 
tax site, you should see a padlock icon in the status bar of 
Internet Explorer, which indicates that the site is secure. 



Most online services give you the option to either e-file or 
to print and mail your return. Even if you plan to e-file, you 
should still verify that the site has an option to print a 
paper copy of your return for your own records. If you 
want to mail your return to the IRS, make sure the site's 
print option provides a standard return that the IRS will ac- 
cept and not just a copy of the data for your own records. 

Finally, check the Web site's FAQ or similar page for details 
about any guarantees the service provides. For example, if 
an error in the software results in an error in your tax re- 
turn, will the company provide any supporting information 
to the IRS in the event of an audit? Will it reimburse you for 
any penalties or legal fees you incur as a result of the error? 
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Also, you have more of a guarantee 
that the software you use is error- free 
when you use a Web-based service. If 
a company finds an error in its tax- 
preparation tools, it will correct the 
code on its Web site for online users 
and issue a patch for users of the 
boxed copy. If you use a boxed copy 
of the software, you will need to check 
for patches to ensure that you have the 
most up-to-date, accurate tax-prepa- 
ration tool available. However, if you 
use the Web-based version of the soft- 
ware, you know that you are using the 
most recent, accurate version. 

Although there are many benefits 
to filing through a Web-based tax- 
preparation service, it is not the right 
option for everyone. For example, if 
you need to file multiple returns, you 
may be able to save money with a tax- 
preparation CD if the software lets 
you file multiple returns. 

Two of the most obvious issues for 
those who consider filing online are 
security and privacy. We all know that 
there are dangers inherent in sending 
data over the Internet. You also need 
to trust the company with which you 
are preparing your taxes, so it doesn't 
sell information, such as your salary, 
address, or phone number, to an out- 
side marketing firm. 

The primary concern is really secu- 
rity, though. Consider the information 
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Look for tax sites that are secure. Here, 
you can see that when you create an 
account for TaxCut for the Web, the 
padlock icon appears in the status bar, 
and the URL indicates with "https://" 
that it is a secure site. 



recorded in your tax return: your social 
security number, name, address, phone 
number, and other sensitive informa- 
tion. In fact, your tax return contains 
much of the data necessary for some- 
one to steal your identity. 

There are some steps you can take 
to prevent yourself from such online 
risks. First, if you file your taxes on- 
line, regardless of whether you use 
boxed software or a Web-based ser- 
vice, make sure prepare and send 
your return from a secure computer. 

Before you submit your return on- 
line, check for software updates and 
patches. If you use Windows, run 
Windows Update and make sure you 



In recent years the number of people who submit individual returns online has 
increased dramatically. The chart below shows the number of personal tax re- 
turns that users submitted over the Internet. The numbers below do not include 
returns submitted through TeleFile or returns that tax professionals submitted 
online on behalf of clients. 





Number of Individual Tax 
Submitted Online (does not 
include those submitted by tax 
professionals on behalf of clients) 


Number of 
Total Individual 
Tax Returns 


Percentage of 
Individual Returns 
Submitted Online 


TY1999 


2,468,870 


125,227,232 


2.0% 


TY 2000 


5,026,440 


127,590,270 


3.9% 


TY 2001 


6,838,008 


129,783,221 


5.3% 


TY 2002 


9,428,047 


130,904,889 


7.2% 


TY 2003 


1 1 ,970,586 


130,728,360 


9.2% 


TY 2004 


14,575,477 


131,301,697 


11.1% 


(Source: www.irs.gov) 



have all the Critical Updates installed. 
If you use boxed software, check for 
updates and install any patches the 
software company has released for its 
product. If you use a Web-based tool, 
you should make sure your Web 
browser is patched and is running the 
latest released version. These are all 
steps you can take to remove all 
known vulnerabilities from your OS 
(operating system) and software. 

Next, you should send your return 
over a secure network. If you connect 
to the Internet through a wireless 
router, it is an excellent idea to enable 
your router's AES (Advanced En- 
cryption Standard) or WEP (Wired 
Equivalent Privacy) encryption. This 
will help to protect the data as it 
travels wirelessly so others cannot 
intercept and gain access to your data. 
(In this case, your tax return and all 
the sensitive information it contains.) 

It's also a good idea to have antivirus 
software and a firewall installed and en- 
abled. If you encounter any trouble 
sending your return, check the FAQ or 
Support page of the site to ensure that 
antivirus programs or firewalls do not 
interfere with sending your return. 

Finally, after you file your return, 
make sure you log out of your account 
on the site you used. This is especially 
important if you share the computer 
with other users. Of course, if the site 
issued you a password, make sure you 
keep it in a secure location where 
others will not gain access to it. 

It's So Easy 

Using a Web site to file your taxes 
online is a convenient way to complete 
your tax return. The wild popularity of 
e-filing demonstrates how beneficial 
and trusted these online- filing services 
are to many users. If an online tax- 
preparation service sounds like it 
might be the right option for you, read 
the articles on the following pages to 
learn more about some of the most 
popular online tax tools. H 

by Kylee Dickey 
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Prepare Your 

Taxes Anytime, 

Anywhere 

A Comparative Look At Online Tax Programs 



Remember the days of going 
to the post office to pick up 
your tax forms and then la- 
boring over them with the 
family typewriter? We barely remem- 
ber them, either — thank goodness. 
Tax preparation software has made 
preparing tax returns a much less ar- 
duous process than it was in the good 
ol' days. And now you can prepare 




CompleteTax is a product of CCH Tax and Accounting, 
a company that made its name by reporting 
upon and explaining tax law. 



your returns on the PC in an even 
more efficient manner, thanks to on- 
line tax programs. 

In many ways online tax programs 
resemble their boxed (or download- 
able) software counterparts, with a 
twist. By simply logging on to a site 
and entering your username and pass- 
word, you can fill out your return 
from any Internet-connected com- 
puter, not just the one 
upon which you in- 
stalled the software. 
And if your PC crashes, 
no worries. The data 
you've entered is all 
stored remotely on a 
secure machine. 

Let's take a look at 
five online tax prepara- 
tion programs: Turbo- 
Tax Online Essentials, 
TaxCut For The Web 
Premium, TaxACT 
Standard, Complete- 
Tax, and TaxBrain. 
Each one lets you fill 
out your tax forms 
online, but they are 
far from identical. We 
considered many cri- 
teria in evaluating each 
program we reviewed, 
with the focus being on 
the user interface and 



ease of use, online help tools, and 
added features. 



CompleteTax 

CCH Tax and Accounting 
www.completetax.com 

CCH Tax and Accounting, the com- 
pany behind CompleteTax, has built a 
name for itself over the past century as 
a business that reports on and explains 
tax law to professionals in a wide range 
of industries, including accounting, 
legal, banking, securities, and govern- 
ment. You may not have heard of this 
firm until now, but its online tax 
product, CompleteTax, is worth famil- 
iarizing yourself with. 

CompleteTax takes a business-like 
approach to filling out tax forms. 
When you first log on to the site, you'll 
immediately notice the no-frills at- 
titude in the yes/no checklist of 
questions. For example, on the Em- 
ployment General Information page, 
you're presented with eight basic ques- 
tions, such as "Did you receive income 
reported on a Form-W2 or other 
wages?" or "Did you have any moving 
expenses that were not fully reim- 
bursed by your employer?" Answer Yes 
or No, select a checkbox indicating that 
you've completed the page, and you're 
on to the follow-up questions. 

Here again is where the no-non- 
sense attitude of CompleteTax shines. 
If you're unclear on any of the defini- 
tions referenced in the questions, you 
can click a link for a pop -up window 
containing a detailed written descrip- 
tion. (Quick — can you name all five 
requirements of "depreciable prop- 
erty"?) Or you can also click any of 
the Frequent Questions listed in the 
right navigation frame. 

Several other types of aids also sit in 
this navigation frame. The top section, 
Help & Support, provides help in the 
form of links to online articles, a form 
for sending email to CompleteTax 
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TaxACT Online is a free online tax preparation service. 



tech support, and an online chat op- 
tion ($4.95 per session) for communi- 
cating with a support rep. It also 
contains a link to the Tax Guide, a 
somewhat dry but comprehensive 
look at almost anything you need to 
know about tax planning, personal tax 
issues, and business-related tax issues. 

Below the Frequent Questions, 
you'll find additional tools under Other 
Resources, including a calculator, a re- 
view of the program's components, 
and a demonstration of the steps you 
need to take in order to file. And the 
site also carries a variety of financial 
calculators, a tax projector for pre- 
dicting next year's tax situation, and a 
free email newsletter. In addition, you 
can subscribe to the GainsKeeper in- 
vestment tool, which automates com- 
plicated capital gains calculations. 

If you've used CompleteTax in the 
past, you can transfer information 
from last year's return into the 2005 
service. When you're ready to file, you 
can do so from within the program, 
because CCH is an authorized IRS e- 
file tax provider, and e-filing is in- 
cluded in the cost of the program. 
CCH offers one version of its online 
program. You can file a federal return 
for $24.95, each state return is $9.95, 
and you can pay any taxes owed with 
a credit card or deduct the income tax 
preparation fee from your federal re- 
fund, for a small fee. 



TaxACT Online Standard 

2nd Story Software 
www.taxact.com 

If the thought of paying even a small 
fee to someone for the "privilege" of 
getting your tax refund back from the 
federal government — or even worse, 
adding insult to injury by paying a fee 
to send your money owed to the IRS — 
makes you cringe, you'll want to inves- 
tigate TaxACT Online Standard. This 
program, from 2nd Story Software, is 
completely free to use to prepare and 
print your 2005 return. And if you 
want to e-file, you can do so for $7.95. 

In this case, though, the old adage 
"You get what you pay for" doesn't 
hold true. Pay nothing for the stan- 
dard version, and you'll still get an 
easy-to-use, relatively straightforward 
program. TaxACT Online builds 
upon the success of its software ver- 
sion — although the interface is signif- 
icantly different — and presents the 
topic areas in seven tabs: Basic Info, 
Life Events, Federal QnA, State QnA, 
Review, Filing, and Next Year. 

The interface is easy to navigate; 
just select one of the tabs at the top, 
and TaxACT walks you through the 
appropriate screen. The program 
asks questions in basic English, and 
the large buttons and other naviga- 
tional aids are simple and obvious. 
For example, when filling out a W-2 



What You'll Need 



Filling out an online tax program's 
questionnaires and worksheets is 
as easy as sitting in front of your PC 
and copying data from various docu- 
ments — as long as you have those 
documents at the ready. Before you 
log on, we invite you to use our 
checklist to gather up the paperwork 
and data you need. Depending upon 
your filing situation, here are some 
items that may come in handy: 

«/ Personal data, including name, ad- 
dress, telephone number, date of 
birth, and social security number 

«/ Personal data for your spouse and 
dependents, including social secu- 
rity numbers, if applicable 

«/ Any 2004 tax returns (federal and 
state, if you filed a state return) for 
yourself and spouse, if applicable 

/ W-2s, 1099s, and other forms 
showing employment income you 
earned in 2005 

«/ Bank interest, mortgage interest, 
and other statements relating to 
interest income 

«/ Receipts for items you plan to 
deduct as itemized expenses 

«/ Taxpayer identification number (if 
you own a small business) 

«/ Your bank name, routing number, 
and account number, if you want 
to have a refund deposited directly 
into your bank account 

form, rather than seeing the entire 
form on the Web site, you fill out 
boxes for data such as wages or so- 
cial security withheld. You can pro- 
gress through each screen in order, 
or, if you'd like, you can jump from 
section to section using the naviga- 
tion tabs at the top. 
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One of the features of this program 
we really like is its display of the tax re- 
fund or amount owed figure, which sits 
in the upper-right corner of the screen 
at all times. Another handy feature is 
the Form Instructions button on the 
right, which links you to form and line 
instructions for scores of forms, from 
the popular Federal Form 1040 to the 
lesser known forms such as the Federal 
Schedule J (taxable income from 
farming or fishing) and Federal Form 
9465 (for requesting a monthly install- 
ment plan for paying owed taxes). And 
we also like the quick access to the 



e-file section of the site, which provides 
useful answers to e-file questions. 

Other useful features include the 
ability to import data from the pre- 
vious year's TaxACT software; color- 
coded alerts that let you know if data 
is incomplete, inconsistent, or may 
otherwise cause you a problem; and 
tips for tax savings. 

A significant annoyance of this pro- 
gram, however, is its multiple at- 
tempts to upsell you to the other two 
versions, Online Deluxe and Online 
Ultimate Bundle. As you walk through 
the Standard pages, you can't avoid 
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Canadian Tax Sites 



Using Web-based tax programs 
isn't just an American phenom- 
enon; Canadians also have a number 
of online options for filling out tax re- 
turns. Here are a few of the more 
popular tax preparation sites: 

• UFile.ca (www.ufile.ca). A service of 
Dr Tax Software, Inc., UFile.ca is one 
of the most frequently used online 
services, with nearly half of those 
who filed via NETFILE in 2004 using 
it. UFile.ca lets you try out the pro- 
gram and pay only when you're 
ready to print out a complete return 
or file online. And, be sure to watch 
out for special deals; last tax season 
the $14.95 fee was dropped, and the 
service was free to all seniors who 
opened a new or existing tax file on 
the last Friday of February 2005. 

• QuickTaxWeb (www.quick 
taxweb.ca). The United States may 
be the home of Intuit, the makers of 
the popular TurboTax program, but 
Canada is the home of Intuit 
Canada, the makers of QuickTax- 
Web, a friendly, easy-to-use site. 
Answer simple questions in the 
EasyStep interview, use the final re- 
view to proofread your return, and 
then file electronically or print and 
mail your return. QuickTaxWeb 
costs $19.95 per individual return. 

• TAXWIZ (www.intuit.ca/store/en 
/taxwiz/online.jsp). Powered by 
QuickTaxWeb, TAXWIZ was de- 
signed "with the beginner in mind" 
and costs $12.95 for one return. 

• CuteTax (www.cutetax.ca). If the 

name doesn't entice you to at least 
check out the site, perhaps this 
fact will: CuteTax claims it can be 
used by a variety of people, in- 
cluding first time filers, those 
without SINs (Social Insurance 
Numbers), and those who are self- 
employed. Pricing starts at $8.98. 
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the numerous references to features 
found only in the paid versions. 
TaxACT has teamed up with J.K. 
Lasser to offer tax tips and advice, and 
some of that help is advertised in the 
free version, but clicking those links 
prompts you to upgrade. For example, 
under Life Events, you can learn about 
Marriage and Home Equity Loans, but 
for 17 other topics, including divorce, 
inheritance, and college, the program 
encourages you to find out more 
about TaxACT Deluxe. 

If you decide to invest in either of 
the upgrades, you will pay $9.95 for 
the Deluxe Version and $22.90 for the 
Ultimate Bundle. Both versions in- 
clude expert tax help and federal e- 
filing and an accuracy guarantee. The 
latter program includes a state form 
and state e- filing. 

TaxBrain 

Petz Enterprises 
www.taxbrain.com 

It's an unfortunate fact of life that 
the tax code is complicated. That 
doesn't mean your return has to be, 
however. If you have a relatively 
straightforward return to file, such as 
one without complicated business in- 
vestments, you might appreciate the 
simplicity of TaxBrain. While TaxBrain 
can handle more complex filing situa- 
tions, in our experience it's best suited 
for individuals who want a quick filing 
process without a lot of distractions. 

The key feature of TaxBrain is the 
online questionnaire. The question- 
naire asks you basic yes/no questions 
in plain English, such as "Were you 
married as of the last day of the year?" 
or "Did you receive any interest in- 
come normally reported on form 
1099INT?" Each question has a More 
Info button that provides additional 
details. For instance, if you're won- 
dering what interest income would be 
reported on a 1099INT, you can click 
this button to learn that it's any in- 
terest income you may have received, 
such as from a bank or mutual fund. 



Once you've finished with the 
questionnaire, TaxBrain serves up 
the relevant worksheets, including 
W-2 and other IRS forms. The entire 
form is presented on one page, 
which makes it easy to copy data 
from the paper form onto the Web 
site form, and if you have questions 
about what any of the form's boxes 
mean, you can click a Help button 
for additional details. You can access 
the worksheets at any time by click- 
ing the Worksheets tab in TaxBrain's 
top navigation bar, along with the 
Questionnaire, Review, Checkout, 
and File tabs. 

TaxBrain includes a personalized 
SmartOrganizer, which is intended 
to help you gather all the informa- 
tion you'll need before you begin to 
use the program. Once you fill out 
the questionnaire, TaxBrain deter- 
mines what items you'll need, such 
as your taxpayer ID number if you 
own a business, and presents you 
with a handy checklist. 

TaxBrain also contains a Know- 
ledgeBase, which is easily accessible 
in the left navigation bar that ap- 
pears on most of the site's pages. 
Along with providing information 
on TaxBrain itself, such as how to 
use the program or how items are 
calculated, it also offers details on 
federal and state worksheets and an- 
swers FAQs, such as how to amend a 
return and why a filer didn't qualify 
for a child tax credit. 

Other features include online chat 
support, the ability to import data from 
previous TaxBrain filings, and an accu- 
racy guarantee, which means that the 
TaxBrain calculations are guaranteed 
accurate, or the company pays any ad- 
ditional assessment. And if you forget 
to input needed data or if information 
is invalid, TaxBrain alerts you via the 
Errors section and explains how to fix 
the error. When you're ready to file, 
TaxBrain offers a QuickAccess feature 
that allows you to receive your refund 
in two business days, and the company 
is working on allowing you to pay any 
money owed via a credit card. 



SnapTax 



Boxed software and online sites 
make it easier than ever to fill 
out tax forms, but if your tax needs 
are simple, there's an even easier way 
to complete your return and file 
your taxes. 

SnapTax (www.snaptax.com) is a 
product from Intuit, the makers of 
TurboTax. If you intend to file a 
1040EZ or 1040A form— say, for ex- 
ample, you're a student or you don't 
have dependents or you don't have 
complicated real estate holdings — 
this two-step process may be the 
program for you. 

The first step is to choose the ap- 
propriate IRS form and begin filling 
out the fields. If you get stuck, you 
can click a button to receive a work- 
sheet or a detailed explanation, 
written in plain English. As you pre- 
pare your return, SnapTax performs 
the calculations and lets you know if 
you're missing any data or if there's a 
potential error. Then, you can save 
your return on your own PC or on 
the SnapTax servers. 

The second step is to print out your 
return and mail it or submit it to the 
IRS via e-file by clicking the Transmit 
button. You'll receive an email confir- 
mation, and if you're owed a refund 
and use the direct deposit option, the 
refund will arrive in your bank account 
in about 10 business days. 

SnapTax pricing has not yet been 
announced, and it will be available 
online in mid-January 2006. I 



The TaxBrain program comes in 
one version, and it lets you prepare a 
state income tax return for both your 
primary residence and a nonresident 
state. Tax-Brain is free to use for fed- 
eral tax preparation, but you'll pay a 
fee ranging from $19.95 to $69.95 
when you print or file your federal 
returns. You also can use the state 
preparation features for $19.95 to 
$29.95, depending on the state. 
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H&R Block is the business — and the people- 
behind TaxCut For The Web. 



TaxCut For The Web Premium 

H&R Block 
www.taxcut.com 

With more than 11,000 tax offices 
nationwide, H&R Block is a com- 
pany that is almost synonymous 
with personal tax service. But there's 
a lot more to the picture. H&R Block 
also offers the online tax program 
TaxCut, and you can prepare your 
tax return this year with the com- 
pany's help and never interact with 
an H&R Block agent. 

TaxCut For The Web Premium is a 
well- designed program that is easy to 
follow. You'll be asked whether you'd 
like to import information from last 
year, and the service gives you several 
sources to import from, including the 
2004 versions of TaxCut and Turbo- 
Tax, any of H&R Block's previous 
year's online programs, and even data 
you created by visiting an H&R Block 
office in the previous tax year. 

After answering this question, you're 
transported to the main menu, where 
you can get an accurate sense of what 
the entire program is like. The naviga- 
tion tabs at the top link you to the key 
areas of the site — Main Menu, Federal, 
State, and File — and the content on the 
main page displays the program's four 



main sections: Prepare My Taxes, 
Account Status, Manage My Account, 
and Products And Services. 

When you're ready to begin filling 
out the tax forms, you'll follow logical 
steps for providing information that 
will let the program create an accurate 
return. The program asks you ques- 
tions in simple English, and a progress 
bar on each page lets you track how 
much you've completed in each topic 
area. If you have any questions about 
any of the topics — perhaps, for ex- 
ample, you aren't sure how to describe 
your occupation — you can click the 
help section for written answers to 
common questions. 

Not surprisingly, TaxCut provides 
you with a number of ways in which 
you can receive some live, personal 
help from H&R Block professionals, 
as well. You can ask one free tax- 
related question (as opposed to tech- 
nical support for the program, which 
is always free) of an advisor, or you 
can wait until you've completed your 
return and have a professional review 
it for a fee. Plus, if the IRS audits you, 
you can take advantage of services in 
the Audit Assistance Center. 

TaxCut' s features include an accu- 
racy guarantee and calculation check- 
ups, which means that not only 
does H&R Block stand behind the 



TaxNet 



In the A Product To Keep An Eye 
On category, it will benefit you to 
pay attention to what happens with 
TaxNet (www.taxnet.com). Last year, 
TaxNet was one of our favorite on- 
line tax services. Its creators were for- 
merly with the tax division at Intuit, 
and when they founded TaxNet, they 
did so with the idea of creating a 
"simple and intelligent" tax prepara- 
tion experience. 

In our opinion, they succeeded. 
The TaxNet program is easy to use, 
with a clear interface, customized in- 
terview process, useful help window, 
intuitive icons, and a feedback win- 
dow that monitors your progress or 
displays your refund amount. The 
program prepares state returns, along 
with your federal return, and it allows 
you to securely e-file with the IRS. 

This past year, however, the 
founders sold the company to H&R 
Block, and as of press time, we were 
not able to look at an updated ver- 
sion of the site. The company assures 
us that the program "will definitely 
exist," but they could not provide us 
with any details. We recommend you 
check out the site for yourself in early 
2006 to see if it can be useful in 
preparing your 2005 tax return. I 



calculations the program performs, 
but if it notices a figure may be off and 
is likely to send up a red flag, TaxCut 
brings it to your attention. And if you 
learn that you are entitled to a larger 
refund or smaller liability than the 
program calculated, the company will 
refund your tax preparation fee. 

TaxCut For The Web comes in 
three versions. TaxCut For The Web 
Premium is $29.95 ($19.95 before 
March 12) and includes e-filing of 
federal returns and returns for 42 
states. TaxCut For The Web Signa- 
ture is $99.95 ($79.95 before March 
12) and includes unlimited consulta- 
tion with a tax professional. The basic 
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TurboTax is the country's best selling tax preparation application. 



version, TaxCut For The Web EZ, has 
limited features and is $9.95 ($5.95 
before Feb. 12). 

TurboTax Online Essentials 

Intuit 
www.turbotax.com 

No overview of online tax prepara- 
tion programs would be complete 
without a look at TurboTax, the most 
popular tax application (online or 
otherwise) in the United States. 
TurboTax Online has undergone 
some significant changes in the 2005 
version, but it's as user-friendly and 
comprehensive as ever. 

One of the most notable changes — 
evident right from the start — is that 
TurboTax Online has teamed up with 
Click and Clack, also known as NPR's 
(National Public Radio) The Car Guys 
Tom and Ray Magliozzi, to provide 
audio assistance throughout the pro- 
gram. Tom and Ray promise to help 
you with the program like "flies 
keeping you company on your picnic," 
and not only do they add some comic 
relief to TurboTax, they provide you 
with some practical tips and advice 
while working through the program. 

Even if you decide to forego the 
audio from The Car Guys, however, if 
you have used TurboTax Online in the 
past, you will soon pick up on some 
other aspects of the facelift. It's still easy 



to walk through TurboTax, thanks to 
uncluttered screens and questions 
posed in plain language. But you also 
have the option of using clickable sum- 
mary screens, which tell you at a glance 
which portions of the return you've 
worked on or have completed. 

For instance, as you're working on 
your return, you have the ability to go 
to any of the main sections listed in the 
top navigation tabs: Personal Info, 
Federal Taxes, Federal Review, State 
Taxes, and Print & File. Click Federal 
Taxes, for example, and you can 
choose any of its subcategories, in- 
cluding income, deductions, taxes and 
credits, or miscellaneous. The main 
screen will tell you which of these areas 
of the site you have not yet visited, and 
you can click a Go button within the 
screen to get to them, or you can click 
a navigation bar at the top that lists 
that section's subcategories. 

Along the way, you'll find nu- 
merous aids. The left side of each 
page contains a Get Answers section, 
where you can find out answers to tax 
questions, tips on using TurboTax, 
and a variety of ways to contact 
TurboTax support reps. Select Find 
Tax Help, for instance, and you can 
get details about the current screen, 
links to government instructions or 
IRS publications, videos on a range of 
tax topics, and a text box where you 
can type a question to search the site 
for related tips and articles. 



TurboTax Online comes with mul- 
tistate support and both federal and 
state e-filing options, where available. 
It also provides error checking and 
audit alerts. Other features include a 
running display of your current refund 
amount, a tax summary available with 
one click, and the ability to transfer 
data from the desktop version of 
TurboTax to TurboTax Online. And 
you can import information from last 
year's TurboTax return, from both the 
desktop and the online versions. 

With TurboTax Online Essentials, 
you pay $9.95 once you're ready to 
file. And along with TurboTax Online 
Essentials, TurboTax comes in two 
other online versions. TurboTax 
Online Deluxe ($19.95 before April 1, 
2006) and TurboTax Online Premier 
($39.95 before April 1, 2006). Both in- 
clude the ability to import data from 
Quicken, the ItsDeductible tool for 
calculating charitable contributions, 
and a life events planner, among other 
features. And the Premier version 
adds additional functionality, in- 
cluding investment tools and an ex- 
panded Schedule C for businesses. 

The Smart Choice 

Nearly all the programs presented 
here offer online demos, either in the 
form of a video explaining the pro- 
gram or a site that lets you try it out 
before you buy. We recommend you 
take advantage of these features and 
find out which one best suits your tax 
needs before you invest. 

But if you could only choose one 
program, in our opinion there's a clear 
winner. Yes, all of the programs re- 
viewed here offer significant advantages 
over boxed tax preparation software, 
thanks to their ability to be accessed 
from any PC. But a comprehensive fea- 
ture set and a wide range of help tools 
back TurboTax Online's outstandingly 
friendly interface, and that's why we 
recommend it above the rest. H 

by Heidi Anderson 
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An Easy Way To File Online Just Got Easier 




TurboTax 2004 was a huge hit 
with consumers last year. 
Some 20 million Americans 
filed federal tax returns using 
TurboTax' s software or Web site, and 
users got $44 billion in federal tax re- 
funds. A lot of them chose to prepare 
their taxes completely online. With 
the e-filing process gaining popu- 
larity, TurboTax secured its place as a 
premier program in online tax soft- 
ware by making TurboTax Online 
2005 even easier to use than its prede- 
cessors. Here are the improvements 
they made along with a quick walk- 
through on how to use them. 



Features Of TurboTax Online 2005 

By the time you read this, Turbo- 
Tax Online 2005 will have already 
been available for some time. In 
order to let TurboTax users get a 
jump start on their filings and orga- 
nize past tax information, TurboTax 
Online 2005 launched in early Dec- 
ember, over a month earlier than the 
2004 offering. 

The main focus of TurboTax On- 
line 2005 was to make it easier to 
transfer information among other tax 
programs. With 2005 you can move 
information from the TurboTax 2004 
desktop software to the Web program. 



Likewise, if you're using TurboTax 
Online 2005 and decide you want to 
use the desktop software instead, you 
don't have to start over. You can 
transfer information from the Web 
site to the software. 

Another huge improvement in this 
year's online version of TurboTax is 
the layout. Unfortunately, users don't 
always get their tax forms all at once, 
so it's tough to file using software that 
expects a user to simply go straight 
through. The interface for Online 
2005 has a tab and subtab format that 
is very easy to use. The main tabs are 
Personal Info, Federal Taxes, Federal 
Review, State Taxes, and Print & File. 
Choose one of these main tabs to visit 
the start of that process. For instance, 
clicking the State Taxes tab takes you 
to the beginning of the process to pre- 
pare your state returns. From here you 
can click the section tabs (the tabs that 
take you to different steps in that 
process) to get to the page you need. 
Because you can skip around, you 
don't have to wait for all of your tax 
documents before you can start using 
TurboTax Online 2005. 

For those of us whose pay stubs 
don't say H&R Block, trying to deci- 
pher the economical jargon used in 
our returns can be like trying to trans- 
late Greek. Luckily, the folks at 
TurboTax feel our pain. In the latest 
version of TurboTax Online, Intuit 
tried to simplify confusing termi- 
nology by providing easy-to-under- 
stand examples. For instance, when 
you're preparing your federal return, 
TurboTax tells you that you'll need 
your income information. Below that 
it lists types of income that you may 
need to document such as wages, in- 
vestments, and dividends. After the 
last example is a More Info hyperlink. 
Click it to get even more examples of 
types of income you may have to de- 
clare in your return. 

Baffling language is just one of 
many reasons most people don't enjoy 
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doing taxes. Thankfully, TurboTax 
has tried something new to make 
this experience a little less painful. 
They've recruited the help of NPR's 
(National Public Radio) automo- 
tive gurus Click and Clack, hosts of 
"Car Talk," to help spell out some 
confusing tasks and also crack a few 
jokes to keep the mood light. As 
you work on your returns, you'll 
come across some screens that have 
a link that reads Play Audio About 
This Topic. If you click this link, you'll 
get a brief description of the step you're 
on, as well as some humorous com- 
mentary from Tom and Ray Magliozzi, 
better known as Click and Clack. 

Click the Automatically Play 
Audio Files checkbox located be- 
neath any Play Audio About This 
Topic link to enable these tips to play 
whenever you come across them. If 
you're using Internet Explorer, you 
have to disable your pop -up blocker 
in order to play the tips. 

TurboTax Tools 

On the left side of your screen, there 
are a couple of boxes that contain in- 
formation to aid you when using 
TurboTax Online. The first box is la- 
beled Get Answers. If you highlight 
Find Tax Help, you can choose from a 
number of options to help you out 
such as More About This Screen, 
Government Publications, and 
others. Click the More About This 
Screen option to go to a TurboTax 
help screen that explains the op- 
tions on the Web page you're at. 
The Government Instructions and 
IRS Publications choices give you 
government advice for common 
filing questions at the stage of the 
return you're working on. Tax 
Topic Videos lists all the video tuto- 
rials that TurboTax offers. If one of 
these videos looks like it might an- 
swer your question, simply click the 
title to begin viewing it. If these re- 
sources don't answer your question, 
enter your question in the Ask A 
Question text box and click Ask. 




TurboTax Online 2005 has video 
tutorials for basic tasks such as 
importing tax information from 
desktop software. 



The next option in the Get Answers 
box is Using TurboTax. This is basi- 
cally a TurboTax 101 class. It gives you 
quick links to the TurboTax FAQ data- 
base, a troubleshooting section, and a 
slide presentation that gives you an 
overview of how the software works 
and how you can use it effectively. 

If you highlight Contact Us, you can 
get access to TurboTax's support staff 
by clicking the Service And Support 
option. The Pro Tax Advice choice 
takes you to TurboTax's Knowledge 
Base, which has topics ranging from 
computer issues, such as how to e-file 
your returns, to socioeconomic issues 
such as how Hurricane Katrina affected 
tax laws. Or if you want to give the 
good folks at TurboTax a piece of your 
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If you used the desktop version of 
TurboTax 2004, TurboTax Online 2005 
can automatically transfer your 
information from last year into this 
year's template. 



mind or your seal of approval, click 
Send Us Feedback. This opens an 
email template in which you can 
enter your comments and send 
them to TurboTax's support team. 

Below the Get Answer box is a 
box that says My Return. In this 
box you can click View Tax Sum- 
mary to get a quick look at the 
progress you're making on your 
filings and also keep track of what 
you've done so far. Print My 
Return lets you pay your federal and 
state preparation fees and print a 
copy of your returns to mail to the 
appropriate destinations. If you click 
View Past Returns, TurboTax Online 
automatically begins searching for 
returns you filed with TurboTax 
from previous years. The Show Topic 
List option brings up a screen that 
lets you skip to a specific step in the 
filing process simply by clicking the 
step you want. 

The final tool in the My Return box 
is Other Options. This section includes 
tools that let you delete a form from 
your return, clear your entire return, 
download your tax file to your com- 
puter for your own use, and view a 
summary of the fees TurboTax charges 
you for using the TurboTax Web site 
and tools for your tax preparation. 

All of these features and easy-to- 
understand explanations make Turbo- 
Tax Online 2005 an outstanding 
product to file with. It has instruc- 
tions that are easy to follow, and if 
you have questions when you're 
filling out your return, the audio/ 
video tips and guides and the Get 
Answers section should be able to 
answer them. If you're one of the es- 
timated 4 million new tax filers or 
one of the 17 million filers who still 
use paper and pencil, give this 
product a shot. You'll find its ease of 
use and support definitely worth the 
short time you put in to familiarize 
yourself with this software. H 

by Sam Evans 
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As a well-known tax prepara- 
tion company, H&R Block is 
all but obligated to include 
online tax preparation with 
its collection of tax-related services. 
The increasing popularity of tax soft- 
ware makes it in the company's best 
interests to capture some of the tax 
software market. And H&R Block can 
set its online products apart from the 
competition by linking services to its 
nationwide network of offices. 

H&R Block offers two main pre- 
pare-it-yourself products online: 
TaxCut EZ (for 1040EZ filers) and 
TaxCut Premium (for 1040A and 
1040 filers). For folks who want a tax 
professional's advice, H&R Block 
also provides TaxCut Signature, 
which is the Premium version with 
an added review and signature by an 
H&R Block tax advisor. Yet another 



option is the company's online 
drop-off service. Let's take a closer 
look at your choices. 

TaxCut For The Web 

TaxCut EZ, TaxCut Premium, and 
TaxCut Signature have a common fea- 
ture set. All products use an interview 
format to collect your tax informa- 
tion. This year's version has a re- 
designed interface compared to last 
year's product. According to H&R 
Block Online product manager Kristin 
Wagner, the new look and feel is based 
on feedback from TaxCut users, and it 
enhances the software's ease of use. 

TaxCut products store your returns 
online for three years. This makes it 
easy for you to email your return 
when you are applying for a mortgage 
or college assistance. You can also 
import information from previous 
versions of TaxCut and even from 
Intuit's TurboTax software, which 
can save you a lot of data-entry time. 

Calculations are checked as you use 
the online products, and the software 
flags potential errors. You also get a 
home loan advisor (a hook into H&R 
Block's mortgage business), a compar- 
ative tax summary, and tips to help 
you avoid an audit. For an additional 
per-state fee, you can file state returns, 
and H&R Block supports both resi- 
dent and nonresident returns. State 
tax return costs vary based on the ver- 
sion of TaxCut you choose. 



Security, system requirements, and 
support. All of H&R Block's online 
products use a secure connection with 
SSL (secure socket layer) encryption 
through your Web browser. TaxCut 
works with Windows 95/98/Me/ 
NT/2000/XP, Mac OS 9.1 and OS X, 
and most Web browser applications, 
including Internet Explorer, America 
Online, and Netscape. For best results, 
your PC should have at least 32MB of 
memory. You'll also need a dial-up or 
high-speed Internet connection. 

You can get support for all prod- 
ucts by email and 24/7 chat. The Pre- 
mium and Signature products also 
offer assistance by telephone. H&R 
Block backs its products with a 100% 
accuracy guarantee, or the company 
will pay your penalties and interest. 
TaxCut products also feature a max- 
imum refund guarantee, or H&R 
Block will pay the tax preparation fee. 

How you pay. Because you can use 
TaxCut for the Web at no cost until 
you file or print your return, you can 
try it before you buy it. When you are 
ready to file, H&R Block includes the 
cost of e-filing your return in the price 
of the software. And you can pay for 
the software by credit card, with your 
refund, or by electronic check. 

If you are due a refund, you can get 
an advance with a Refund Anticipa- 
tion Loan at a cost of $29.95 to $89.95 
(depending on the amount of the 
loan). For $19.95 (TaxCut EZ and 
Premium) or $24.95 (TaxCut Signa- 
ture), you can use the Simple Pay op- 
tion to pay for the cost of the TaxCut 
software with your refund. Finally, if 
you're stuck paying taxes, you can 
borrow money through H&R Block's 
EZPay program, which starts assessing 
finance charges after 90 days. 

TaxCut EZ: 1040EZ Filers. This 
year H&R Block's basic online tax 
product is called TaxCut EZ. Focused 
on producing 1040EZ returns only, 
the new product is very similar to last 
year's TaxCut Standard. Because it's 
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not intended for itemizers or small- 
business owners, TaxCut EZ does not 
include tax tips or a review of life- 
changing events during the online tax 
interview process. 

If you purchase TaxCut EZ by Feb. 
12, 2006, it costs only $5.95. After that, 
you'll pay $9.95. This is much lower 
than the $34.95 cost of last year's 
TaxCut Standard. In addition, TaxCut 
EZ offers state tax returns for $14.95 
per state. And you can purchase a tax 
consultation with an H&R Block tax 
professional for $19.95. 

TaxCut Premium: 1040A & 1040 
Filers. TaxCut Premium is designed 
for itemizers, small-business owners, 
rental property owners, and others 
who file 1040A and 1040 tax returns. 
It includes all of the features of the EZ 
program, plus tax tips and advice, a 
life-changing event interview, and an 
interactive video library. You also get 
online assistants for more in-depth 
information about rental property, 
education credit, home offices, busi- 
ness expenses, and depreciation. 

TaxCut Premium costs $19.95 be- 
fore March 13, 2006, and $29.95 after 
this date. As with TaxCut EZ, H&R 
Block lowered pricing from last year's 
cost of $49.95. State tax returns are 
$24.95 each prior to March 13, 2006, 
and $29.95 after. You also receive one 
free tax consultation with an H&R 
Block tax professional. 

TaxCut Signature: Premium Plus 
A Tax Professional. If you want the 
convenience of completing your re- 
turn online paired with a review of 
your return by a tax professional, 



Before you can file 
your taxes online with 
TaxCut, you'll have to 
log in to the site. 



TaxCut Signature is 
for you. It consists of 
the Premium version 
of TaxCut, plus a re- 
view and sign-off of 
your return by a tax 
professional. During 
the online tax inter- 
view, TaxCut Signature lets you 
create notes for the tax professional 
to record your questions and con- 
cerns. In fact, you can consult year- 
round with a tax professional, and 
H&R Block's Signature Guarantee 
means that if the IRS audits you, an 
H&R Block professional will help 
answer questions about your return. 
You'll pay considerably more for 
TaxCut Signature's professional assis- 
tance compared to TaxCut Premium. 
Prior to March 13, 2006, the cost for 
TaxCut Signature is $79.95. The price 
increases to $99.95 after this date. State 
tax returns cost $24.95 each before 
March 13, 2006, and $29.95 each after. 
If you want additional protection, 
H&R Block offers POM (Peace of 
Mind) protection for $29. With POM, 
you get an enrolled agent to represent 
you if you receive a notice from the 
IRS or are audited. The company also 
pays some or all of any additional taxes 
owed due to an error by H&R Block. 



Online Office: Electronic 
Drop-Off Service 

If you want someone else to com- 
plete your tax return without stopping 
by an H&R Block location, you can use 
the company's Online Office service. 
Although the online portion of the 
drop -off service is free, you'll pay the 
regular in-office tax preparation fees. 
The base fee starts at $79.95 on Jan. 7, 
2006, and increases to $99.95 on April 
1, 2006. The final cost depends on the 
complexity of your return. 



For the electronic drop-off service, 
you complete a 10-minute question- 
naire online. The questionnaire iden- 
tifies the documents you need to 
provide and the information required 
to complete your return. Next, you 
can fax documents or submit your tax 
information online. You work with an 
H&R Block representative by phone, 
fax, or email to complete the return, 
and the program provides additional 
services such as year-round access to a 
tax professional. 

Free Tax Preparation Software 

As part of the tax software FFA (Free 
File Alliance), H&R Block offers lim- 
ited, free versions of its TaxCut EZ and 
TaxCut Premium online federal tax 
products. To check out the products or 
use them, you need to access them 
from the IRS Web site at www.irs.gov. 

The FFA versions of the TaxCut 
products don't include online storage 
or data import capabilities. They also 
omit audit support and technical sup- 
port by telephone. In addition, the 
Premium version excludes the life- 
change interview and assistants for 
rental property, education credit, 
home office, business expenses, and 
depreciation. And state tax returns 
cost $24.95 per return filed. 

Brick-And-Mortar Meets The Web 

H&R Block's combination of tax 
preparation offices and online tax 
preparation software gives online filers 
the option of consulting a tax profes- 
sional. This sets the company's online 
software apart from other products on 
the market today. In addition, H&R 
Block has lowered pricing significantly 
for the TaxCut EZ and Premium pro- 
ducts for the Web compared to last 
year, making it even more affordable 
to use. And if you don't need to im- 
port or store tax information, check 
out the free H&R Block products 
available at www.irs.gov. H 

by Carmen Carmack 
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TaxACT Online 

Filing Doesn't Have To Be So Taxing 




Yes, tax forms are compli- 
cated. But that doesn't mean 
filling them out has to be. 
TaxACT Online, from 2nd 
Story Software, is a Web site that asks 
you questions in plain English and 
walks you through the process of cre- 
ating your federal and state returns, 
without requiring you to pore over 
the fine print in a 1040, 1040EZ or 
other cryptically named form. 

TaxACT (www.taxact.com) comes 
in many flavors, such as online or 
boxed software or Standard or Deluxe 
versions. When you first visit the site, 
locate the 2005 Standard Online 
button. (We chose this version because 
it is one of the most popular TaxACT 
versions for non-professionals. Plus it 
is free to prepare and print a federal re- 
turn. If you're using another edition of 
TaxACT, your instructions may be sig- 
nificantly different.) 

The first page covers the basics such 
as creating a username and password, 
selecting a security question, and en- 
tering your email address. The page 
also recommends you input your so- 
cial security number (SSN). Even if 
you didn't use TaxACT last year, and 



won't be importing 2004 data, we rec- 
ommend you input your SSN so you 
can import data you enter now into 
any future TaxACT programs. After 
reading the licensing agreement, click 
the Start Now! button. Print the fol- 
lowing page if you wish, and click Start 
Your 2005 Return. 

The next screen provides you with 
a handy checklist of items to com- 
plete before you begin using the site 
in-depth. Pop-up blockers are great 
for stymieing annoying online ads, 
but they can also interfere with 
TaxACT's helpful tips and instruc- 
tions. Click How To Disable Pop-Up 
Blockers and follow the instructions 
for adding TaxACT's pop-up win- 
dows to your browser. And, because 
you will be temporarily storing 
Internet files, click How To Clear 
Your Browser Cache to ensure you 
have enough memory space. 

In addition, you will need two im- 
portant pieces of software. One is the 
most up-to-date version of your Web 
browser, no matter whether you use 
Internet Explorer, AOL or one of the 
less used browsers such as Firefox. 
And, if you plan to print your return 
(and even in this electronic age, it's 
wise to keep a backup hard copy of im- 
portant documents), you will need the 
Adobe Acrobat reader. Both the reader 
and the Web browser are free, and we 
recommend you click the appropriate 
links on this page for instructions on 
downloading the latest version of these 
software programs if you don't already 
have them. When finished with this 
page, click Continue. 

OK, your PC workspace is organized 
and you're ready to journey through 
the site. Let's dive right in and click Get 



Started Now. If prompted to enter your 
username and password, do so now 
and click Sign In. You will be con- 
nected to the encrypted server, where 
you can simply click the Continue 
Where I Left Off button. Click 
Continue again, and you will be at the 
first of TaxACT's seven main steps. 

In step one, the Basic Info section 
of the site, you will enter personal in- 
formation such as your name, ad- 
dress, date of birth, whether you have 
dependents, filing status, and whether 
you made any estimated payments for 
2005. To move between pages in this 
subsection, as with most of the sec- 
tions of the site, you type in the infor- 
mation or select the appropriate 
button or link and then click the 
Continue arrow on the page. 

As simple as the Basic Info ques- 
tions are, it's easy to make a mistake. 
If you realize you made a mistake on a 
previous page, use the Back arrow, lo- 
cated next to the Continue arrow, to 
return to that page, rather than your 
browser's Forward and Back buttons. 
As you enter data on the site — and 
this is especially true when you reach 
some of the later sections — TaxACT 
stores information and performs cal- 
culations, and using the Web 
browser's Back button, for example, 
may lead to improper calculations. 

The Life Events section, step two, is 
somewhat unfortunately (in our 




You can prepare and print state and 
federal income tax returns for free with 
TaxACT Online Standard. 
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The Federal QnA is the heart of the 
Tax ACT site. 
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You don't need to complete your tax 
forms in one sitting; just sign in with 
your username and password to 
return to your data. 



opinion) one of the most confusing 
sections of the site. TaxACT has 
teamed up J.K. Lasser to offer tax tips 
and advice, and some of that help is 
advertised as available here, but it's 
difficult to take advantage of. For ex- 
ample, select the radio button for 
Home Equity Loans and click Review 
Topic. On the left side of the page, 
you'll see J.K. Lasser's Tax Help, with 
a list of topics such as home equity 
loans and interest on refinanced loans. 

But if you click any of the links, in- 
stead of detailed information you will 
see a screen that prompts you to up- 
grade to TaxACT Deluxe. Click 
Continue Without Upgrading at the 
bottom of the page, however, and 
you're right back where you started. 
Click the Continue arrow, and you 
can perform a basic calculation but 
not much more. We recommend you 
go right to the third step, the ques- 
tionnaire, by clicking Federal QnA in 
the top navigation bar. 

Step three, the Federal QnA, is the 
bulk of the site. It consists of 21 sub- 
sections, each of which you should re- 
view completely. You've already 
completed the Basic Information sec- 
tion, so select the next radio button, 



Wages And Salaries, and 
click Review Topic. Select 
the appropriate radio 
button, such as Wage 
Income Reported On 
Form W-2, and click 
Continue. The first time 
you do this, you will not 
have any W-2s listed, so 
click New W-2 and enter 
the requested information. 
Continue thro -ugh a few 
of the other topics, such as 
Business Income or Child 
And Dependent Care. 

Let's take a break now. 
TaxACT does not have 
an automatic "time-out 
due to inactivity" feature built into 
the site, but few users will complete 
their returns in one session at the 
PC. When you log off the site and re- 
turn later, click the Sign In button on 
the home page. Enter your username 
and password, click Sign In, and in a 
few seconds you'll arrive at the 
Welcome Back screen. Click 
Continue Where I Left Off. 

You may have expected this com- 
mand to take you back to the Federal 
QnA page or any other page you left 
off, but the site typically places you 
back in the Basic Info section. No 
worries. Simply click the Federal QnA 
link in the top navigation bar to re- 
turn to that section, and select the 
next radio button in line. 

Uh-oh. You can't remember 
which sections you've answered. 
Rather than look through each 
Federal QnA subsection, click the 
Site Map button. This handy map 
not only provides an index to each of 
TaxACT's sections 
and subsections, 
but it also tracks 
which sections you 



Be sure to instruct 

TaxACT to review 

your data and alert 

you to any possible 

errors or omissions. 



TaxdCTo 



have worked on. A red checkmark 
next to a section indicates you've vis- 
ited that section, although it does not 
imply that that section is complete. 
Still, it's a handy tool for keeping 
track of information you need to 
provide. When finished with Step 3, 
click Done With QnA. Review the 
data, and click Next Step. 

Step four, TaxACT Online State, is 
a separate product that costs $12.95 
per state, but if you'd like to fill out 
your state forms, now is a good time 
to do so. When finished, click step 5, 
Review, in the top navigation bar. 
Click Continue to bypass Deluxe up- 
grade information. 

You now have the option to review 
your tax data again, this time with 
some help from TaxACT. If informa- 
tion is missing, incomplete or incon- 
sistent, TaxACT will alert you and 
perhaps save you from the wrath of 
the IRS. Click the All Alerts Radio 
button, and click Start Alerts. 

Hang in there; you're almost done. 
Click step six, Filing, in the top navi- 
gation bar. TaxACT offers an IRS -ap- 
proved e-filing service, and you can 
click a button either to print out your 
free return or to file your return elec- 
tronically, for $9.95 fee. The last step, 
Next Year, is optional, but we recom- 
mend you glance through it and take 
a look at the 2006 withholding al- 
lowances planning tool. Because while 
using an online site such as TaxACT 
may have made filling out this year's 
returns a smooth process, a little bit 
of advance planning can make next 
year's even better. H 

by Heidi V.Anderson 
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Complete 
Tax.com 

File Your Taxes Page By Page 




Since the 1913 inception of the 
United States of America's 
federal income tax, CCH Tax 
and Accounting has been 
helping taxpayers understand and 
comply with tax laws. In addition to a 
variety of products to help accounting 
professionals, CCH has resources for 
the do-it-yourself consumer. One 
product, CompleteTax ($32.95 for a 
federal and state tax return; www 
.completetax.com), offers a Web- 
based income tax preparation system. 

While we are not accounting experts 
and cannot guarantee that the system 
has accurately prepared your taxes, we 
can evaluate how easy CompleteTax is 
and expose where you may encounter 
issues. Please note that the final 2005 
version of CompleteTax was unavail- 
able prior to our publication deadline. 
We reviewed the 2004 tax year version 
and spoke with Mary Jung of Jung 
Communications for CCH about ex- 
pected changes for the 2005 tax year 
version, which will be released in 
January 2006. Jung informed us that, in 
addition to updates to the system for 
changes to federal and state tax laws, 



users should expect the ability to e-file 
federal and state returns with a single 
click, the ability to save or print returns 
in Adobe PDF, and access to "real-time 
Internet Chat Room for tech support." 

Get Started 

Unlike some computerized tax 
preparation systems, CompleteTax 
does not require you to install soft- 
ware on your computer to proceed 
with your tax returns. Instead, the 
system takes you through a series of 
forms available on the World Wide 
Web at www.completetax.com. Once 
you have loaded the home page in 
your Web browser, start the process 
by clicking Start Now. Review the in- 
structions and click to start a new re- 
turn for your tax year. 

From this point forward, avoid using 
your Web browser's navigation buttons 
(Back or Refresh). CompleteTax offers 
three main navigation options for the 
remainder of your tax preparation. 
First, you have buttons at the bottom 
of each form to take you to the pre- 
vious page, to a Quick Navigation page, 
or to continue to the next form. 
Second, CompleteTax has a series of 
tabs and submenus at the top of each 
page. These indicate what section and 
page you are working on as you step 
through the process. You can gauge 
how far you have gotten by looking at 
which tab and page are selected. 
However, on occasion an answer you 
provide may result in additional tabs or 



pages under a tab. Third, you can use 
the Quick Navigation button to access 
a personalized site map of the interview 
topics to quickly access any page within 
the system and gauge the completeness 
of your interview. 

Now that you are prepared to navi- 
gate CompleteTax, read the User 
Agreement. If you agree with all of the 
terms and conditions, click the Accept 
button. If you do not accept the terms, 
you will not be able to prepare your tax 
return using CompleteTax. After ac- 
cepting, your Web browser may pro- 
duce a notification that you are about 
to view pages over a secure connection. 
If you do not receive this notice, you 
may have turned off the feature of your 
Web browser that provides the pop-up. 

Next, you will need to choose a user 
ID for the duration of your Com- 
pleteTax return preparation. Try to 
pick something that is both easy for 
you to remember and distinct. If the 
system times out or you decide to stop 
working and finish your return later, 
you will use this user ID and password 
to access your incomplete interview. 

As you are working, remember that 
CompleteTax only stores information 
when you submit the page by clicking 
the navigation buttons at the bottom of 
each form. If you do not submit within 
20 minutes, you will be logged out of 
the system. Any new information that 
was not submitted must be reentered 
after you log in to CompleteTax again. 
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When you start a new return process, 
CompleteTax will prompt you to create 
a user ID and password. 
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The Interview 

With your user ID established, it is 
time to begin your tax interview by en- 
tering your taxpayer information. In 
the section titled General Information, 
you will select your filing status from 
the drop-down box. If you are unsure 
of your status, click the Help Me 
Decide link. Choose the scenario that 
best describes your situation and click 
Continue. CompleteTax will automati- 
cally select the appropriate filing status. 

Next you will need to indicate if you 
will be claiming any of a set of sce- 
narios listed by CompleteTax. If you 
are unsure, CompleteTax provides in- 
formation as a guideline by clicking 
the Claiming Any Of The Following 
link. This guideline is not automated 
like the help offered for selecting your 
filing status in the previous section. 
However, if you keep track of answers 
as you read the questions, the text pro- 
vided will inform you if you should se- 
lect Yes. After you have reviewed the 
questions, you will close the window 
and select your appropriate answer. 

Once you have entered all informa- 
tion, click Continue to proceed with 
your interview questions. The order 
and content of your interview will de- 
pend on the answers you provide. 

Review Your Interview 

The Quick Navigation feature lets 
you review what portions of the inter- 
view you need to complete before the 
system can prepare your return. Each 
page of the interview offers a Quick 
Navigation button to take you to the 
review page. Icons next to each page's 
name indicate if the page has all of the 
needed information to complete your 
return. If a page is incomplete, you 
may click its name to go directly to it. 
However, the icon indication is not 
automated. At the bottom of each 
page there is a checkbox that says 
Check If Page Is Complete. If you do 
not check this box, the icon will indi- 
cate the page needs your attention. 

At first we thought CompleteTax 
verified that an interview page or form 







After you create a user ID, it's time to 
begin entering your individual taxpayer 
information for the form. 



was complete after we selected the 
Check If Page Is Complete checkbox 
and clicked Continue. We were wrong. 
Checking the checkbox only changes 
the icon on the Quick Navigation page. 
CompleteTax does not verify it has all 
the information it needs and does not 
report any potential problems until 
after you confirm you have completed 
all of the interview pages. If there are 
any issues, it produces a list of missing 
information or caution warnings with 
links to those pages. Make sure you 
read exactly what is missing before 
clicking the link because CompleteTax 
does not visually highlight or list what 
is missing once you get to the interview 
page needing attention. 

Help Features 

CompleteTax features three types 
of help throughout your interview. 

First, there are the simple in-line 
links that open new windows con- 
taining explanations of terms or an 
interview question. In most instances 
the additional information is useful, 
clear, and concise. But on occasion, 
the help left us more confused than 
when we started — though after sev- 
eral reviews of the help, we could 
figure out how we should answer. 

Second, more complex in-line help 
links are available for some questions 
through Help Me Decide links, as 
when choosing the status of a depen- 
dent. The help feature provides a se- 
ries of questions over one or more 



forms to automatically determine the 
appropriate final answer. 

However, the system is not com- 
pletely automated. For example, 
choosing the status of a dependent 
asks questions that could result in 
contradictions. If you answer Yes to 
"Was this person under age 19 at the 
end of 2004?" the system still asks, 
"Was this person over age 19, but 
under age 24 at the end of 2004 and a 
full-time student?" Logically, if the 
dependent is under 19, he cannot be 
over 19, too. Thus, the answer to the 
second question is No based on the 
answer to the first question. 

Mary Jung responded to our in- 
quiries about improvements in au- 
tomation for the 2005 tax year saying, 
"CCH CompleteTax is hesitant to 
offer this functionality because of the 
assumptions that may have to be 
made. Rather, the program tries to 
guide taxpayers " 

Third, CompleteTax provides a list 
of FAQs in a frame to the right of the 
interview questions. The content of 
the FAQs changes with each page of 
the interview. Clicking a question 
opens a new window with the answer. 
If you are still unsure of how to pro- 
ceed, you can choose to participate in 
a real-time chat with an advisor. 

Until Next Year 

We cannot claim that CompleteTax 
is the most exciting application on the 
market, but not much relating to 
taxes can make that claim. The navi- 
gation options were self-explanatory. 
Monitoring the progress of the inter- 
view was as easy as looking at our lo- 
cation in the tabs and steps listed at 
the top of the layout. For the most 
part, interview questions were well 
written and understandable. Overall, 
we thought CompleteTax was suffi- 
ciently intuitive but could reduce 
some confusion with increased, con- 
sistent automation and improved in- 
completeness indicators. H 

by Dacia L Rolando 
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TaxBrain 

Why Strain When You Can Use The Brain? 




One of the reasons people like 
filling out their tax forms 
online is that it can be so 
darn easy. That's generally 
true with TaxBrain, now approaching 
its sixth tax season. But no matter how 
easy any tax preparation Web site ap- 
pears, it's always nice to have some 
help, so we invite you to join us as we 
walk through the TaxBrain process. 

Your first stop is the TaxBrain 
home page (www.taxbrain.com), 
where you can begin a new return, 
continue a tax return, retrieve a prior 
return that you prepared using Tax- 
Brain, check the status of a return 
you're filing electronically, or print a 
return. Because we're going to start at 
the beginning, we'll click the large Get 
Started button. 

After selecting a username and pass- 
word and entering basic personal infor- 
mation, click the Save button. Review 
the information you entered and click 
Next. On the next page, under Begin A 
New 2005 Tax Return, enter a name 
that will be easy for you to identify, 



such as your name followed by the 
filing year, and click Submit. 

The next screen, Questionnaire, is 
a key feature of TaxBrain. In the 
paper world, you'd typically choose 
what you hope is the appropriate 
government paperwork, such as the 
correct 1040 form, and begin filling 
out the boxes. But with TaxBrain, 
your first major task is to complete 
the questionnaire. 

The questionnaire asks you basic 
yes/no questions in plain English, 
such as "Were you married as of the 
last day of the year?" or "Did you re- 
ceive any interest income normally 
reported on form 1099INT?" Tax- 
Brain looks at the answers you give to 
these questions and then displays the 
appropriate worksheets. The ques- 
tions are fairly straightforward, but if 
you're unsure about how to answer 
them, you can always click the More 
Info button to the right of any ques- 
tions for tips and explanations. When 
finished, click the Save button at the 
bottom of the page. 



The next screen shows you all the 
forms you'll need to fill out to complete 
your return. Before you begin going 
through the list, however, we recom- 
mend you click the SmartOrganizer 
button toward the top right of the 
screen. The pop-up screen will show 
you all the documents you'll need to 
complete your return. Scroll through or 
print the list and gather the appropriate 
materials. Then close the window. 

Wait a minute. Taking the time to 
gather the materials took a bit longer 
than expected, and you no longer see 
the Worksheets page. No worries. After 
five minutes, for security reasons, 
TaxBrain "bumps" you off the page you 
were on and displays the login page. 
Enter your username and password and 
click the Login button. Under Edit An 
Existing Return, click the name of the 
return, and you'll be taken to the last 
page you were on. In this case we're 
back at the Worksheets page. 

The order in which you fill out the 
necessary worksheets is up to you, but 
for simplicity's sake, we recommend 
you start at the top and work your way 
down. You'll have some of the same 
worksheets all filers do, such as Filing 
Status and Taxpayer Information, 
along with forms that depend upon 
your questionnaire answers. Because 
every filer's situation is different, we 
won't go through each and every pos- 
sible form, but as an illustration we'll 
choose one that many taxpayers will 
complete: the Form W-2. 

The screen you see will resemble 
the W-2 form your employer sent 
you. You simply look at the informa- 
tion on the paper form and type the 
same data, including employer identi- 
fication number, wages, and federal 
income tax withheld, onto the Tax- 
Brain W-2 Worksheet. Click the Save 
button. Follow similar procedure for 
all other forms. When done, click the 
Calculate button to calculate the 
amount you owe or refund amount 
you expect. 



82 www.smartcomputing.com / PC Novice 



Online Tax Preparation 



Oops — there's a big red Errors 
section at the bottom of the page. 
If any information is missing or 
invalid, TaxBrain lists the errors 
in this area. Click the link, such 
as Form W-2 Required Field 
Missing, and you will see either 
an explanation or the form itself 
with the error highlighted. Click 
the link to learn what your error 
is and to make a correction and 
be sure to click the Save button to 
save your changes. Then click the 
Recalculate button. 

When correcting errors, mov- 
ing between forms, or otherwise 
navigating the site, it's important 
to use the built-in navigation 
tools and not your browser but- 
tons. As you enter information, 
calculations are created, and us- 
ing a browser's Back button, for 
example, may mean that calcu- 
lations you think have been cal- 
culated aren't recorded. Yes, 
TaxBrain guarantees that if the 
company incorrectly prepares 
your tax return, it will pay the ad- 
ditional tax assessment — but that 
applies to any possible back-end 
calculation errors, not errors 
caused by you incorrectly filling out 
the forms or otherwise incorrectly 
using the site. 

As you're working your way 
through the TaxBrain site, you can 
take advantage of several aids. 
Throughout most of the pages you'll 
see a small blue question mark, often 
found in the upper-right corner of a 
page's section. Clicking this question 
mark symbol brings up tips and addi- 
tional instructions. For instance, after 
we generated the Worksheet page, the 
question mark appeared next to the 
line Complete All Worksheets And 
Calculate. Clicking the question mark 
called up a new browser window that 
contained the Worksheet page of the 
TaxBrain Knowledge Base. This page 
showed answers to frequently asked 
questions, links to qualifications for 
credits, and a tip about how to know 
when a worksheet has been completed 
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After you fill out the questionnaire, TaxBrain 
will automatically select the worksheets you 
need to complete for your return. 



and saved. (A check mark appears 
next to it.) 

You can access the Knowledge Base 
in another way. On the left side of all 
but the main TaxBrain pages is the 
Customer Service navigation bar. Here 
you can go directly to the Knowledge 
Base, contact support by email, or use 
the Live Chat service to exchange in- 
stant messages with a TaxBrain cus- 
tomer service representative. 

Below this section, you'll also see a 
number of TaxBrain tools. You can go 
straight to the MyTaxBrain page, 
where you can begin a new return, edit 
an existing one, or review a completed 
one. You can also access your account 
information and perform tasks such as 
changing your password or address. 
Plus, you can view prior returns. 

When you've completed all the 
worksheets, including any state forms 
you would like to file, you're ready to 



perform your final calculation. 
When you click the Calculate or 
Recalculate button for the last time, 
if no errors appear, the next page 
you'll see is the Return Summary 
page. Here you can review all your 
data. If you see changes you need 
to make, click the Go Back To 
Prepare button. If all looks good, 
click the Continue button. 

Here's where you have the op- 
portunity to instruct TaxBrain 
what to do with a refund if 
you're owed one. You tell Tax- 
Brain whether you'd like to re- 
ceive a check by mail or if you'd 
like it deposited directly to your 
bank account. Click Proceed. If 
you owe money, you may be able 
to pay online via your credit 
card. We say "may" because 
when we went to press, TaxBrain 
was still in the process of work- 
ing on that option. 

In either case, however, you 
will need to submit your credit 
card information if you'd like to 
use TaxBrain's e-file option. Yes, 
you could simply look at the 
worksheet pages, enter by hand 
all the calculations into the 
proper IRS forms, and mail the forms 
directly to the government, which 
would cost you nothing but time and 
a stamp. But if you'd like to use 
TaxBrain's e-file ability or you'd like 
to print the complete return TaxBrain 
has prepared, you'll need to pay for 
the service. On the Checkout page, 
you'll see the total cost. Click Next. 
Enter your credit card informa- 
tion and click Place Order. View 
your receipt — we recommend you 
print a copy for your records — and 
click Next. 

You're almost done. Follow the in- 
structions for either printing and 
mailing a return or electronically 
filing a return, and be secure in the 
knowledge that it will be a whole 
year before you go through this 
process again, [jjs] 

by Heidi Anderson 
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FileYouiTaxes.com 



The Taxman Helpeth 




FileYourTaxes.com prepares re- 
turns for individuals or profes- 
sional tax preparers for a small 
fee (about $30 for a basic Federal 
return and an additional $29 for a state 
return) and will electronically file 
returns they've prepared for free. In this 
article we'll take you through an eFile 
return and show you some of the tools 
and tips that will help get you through 
next year's return. 

Make sure you have gathered all of 
your pertinent financial information 
(W-2s, deductions, federal govern- 
ment forms, etc.) so that they're 
handy when you need them. You 
should also make sure that any pop- 
up blockers you have are turned off so 
that all the services function properly. 
It should also be noted that filing your 
taxes is a complicated process, and not 
every facet of the software or the filing 
process will be covered here — we're 
going to cover a typical filing for a 
single adult. For more information on 
how you should file your taxes, see the 



IRS Web site (www.irs.gov) and the 
Web site for your state's treasury de- 
partment. (Search for your state trea- 
surer's office through an online search 
engine.) FileYourTaxes.com also has 
an FAQ page that may answer some of 
your questions. 

Create An Account 

When you're ready to start, go to 
www.fileyourtaxes.com. Follow the 
link titled Click Here To Begin. 
Enter your full name, social security 
number (without dashes), email ad- 
dress, and a unique password. This 
information will allow you to access 
your account in the future. The 
small blue question mark boxes to 
the side of some of the fields are 
Instant Help boxes that provide a 
little extra information about the 
feature in question. We should also 
point out that if you're idle for an 
extended period of time (more than 
five minutes) the page will time out. 



You'll need to log back in, but your 
information will be preserved. 

If you leave the box below your 
email address checked, FileYour 
Taxes.com will contact you via email 
with special offers. Otherwise they'll 
still send you your return once it's 
been accepted and nothing else. The 
Click Here link in the Repeat Clients 
section will send an email with 
your password to the address you 
provided. If the Web site has any 
questions or problems regarding the 
information you have entered at 
any time, you will be returned to 
the same page. Any erroneously en- 
tered information will be highlighted. 

Now that you've got an account 
and you're signed in, you're taken to 
the Navigation screen. At the far left 
of the screen, you'll see the Jump To: 
bar, which lets you skip back and 
forth between pages you've started 
or completed without losing infor- 
mation. Use this feature to navigate 
between the pages of your return 
whenever possible instead of your 
browser's Forward and Back buttons 
so that you don't risk losing any of 
your data. 

There are a couple of useful 
options on the Navigation page that 
are worth covering. If you want to 
change any account information such 
as your name, social security number, 
or email address, you can follow the 
links in the bottom right of the 
Navigation page. Send emails to the 
Taxman and read his responses by 
selecting Read Or Send eMails To 
The Taxman. Finally, if you want 
blank paper copies of the forms you'll 
be filling out on the Web, you can 
click the button to Print Blank Forms 
in the bottom-right corner of the 
screen. You'll need Adobe Acrobat 
Reader to view the forms (available 
for free at www.adobe.com). You can 
check the status of your eFile, as well 
as print copies of your returns or a 
summary of your federal return, by 
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selecting the appropriate option on 
the Navigation Page. 

Preparation 

With all the preliminaries out of the 
way, you're ready to start filling out 
your return. Select Begin A New 
Return and click Continue. Read the 
information (print it, if you wish) and 
digitally sign it by providing your 
name, birth date, and the current date. 

Currently, FileYourTaxes.com only 
allows you to file state returns from 
a small number of states. If 
you live in one of the states 
listed on the site, you can pre- 
pare both federal and state re- 
turns. Otherwise, select Federal 
Only and proceed. Fill out your 
address information, a secret 
question, and the answer to this 
question on the following page. 
If you lose your password, this 
question will be used to verify 
your identity. Fill out your filing 
status on the next page and con- 
tinue to the filing method. If 
you're confident in your ability 
to file your return without 
prompts from the Web site, 
choose Advanced User; other- 
wise, be sure to mark the 
checkbox titled Let The System 
Be My Guide (Recommended). 

When you're entering your 
financial information, it will be 
tempting to simply copy and paste in- 
formation from one box to another. 
You should try to avoid this practice 
because if you make a mistake once, it 
will be carried through the entire 
form. The software is designed to help 
you avoid problems such as this, 
so let it. 

Enter the information from all of 
your W-2 forms. Above the Continue 
button, there is a checkbox with the 
header Do You Need To Enter 
Another W-2 Income Page?. Selecting 
Yes allows you to save the current in- 
formation and open a blank form, 
which allows you to enter informa- 
tion from multiple employers. Each 



time you click Continue, the software 
checks your information for errors 
and computes all your deductions 
and charges. 

Finalize Your Return 

Once you've entered all of your 
W-2 information, click Continue 
without checking the box. The soft- 
ware will then take you to a summary 
of your information. You can edit any 
one of your W-2s, personal informa- 
tion, or basic tax information now if 



Jump To: 
Navigation Page 
Summary Page 




Return Editing 

Return Detail: 

Contact Information 

Filing Status 

: 



Form Selection Page 

JOHN TAXPAYER 

506-07-8139 

If no selection is made, there will be no modifications made. 



You have completed the following forms: 

To add, edit, or delete a form please click it. 
BjiNOax Contact Information 
information Filing Status Information 
-2 Income Pa g e Basic Tax Information 

!temi w-2 Income Page 

□ Check this box to add a v State Filing. 

To add forms, please select them below, or click the link to view all forms 

You can ma ::ions by pressing the Ctrl-key (PC) or Command-key [Mac) 



Additional Income 


1 


Adjustments 

Dependent and Household Member Information 

Dividend Listing Page 

Form "C39-G Input Page 

Form 1099-R Input Page 


Form 1099-R Penalty Exception Page 




Form 2106 Employee Business Expenses 
Form 2441 Child 8. Dependent Care Credit 
- : " i ■;■;■; = : ;■ : "" E.; :-.< : : : -.■ 






| Continue | 



The Form Selection Page tells you which of the 
FileYourTaxes.com forms you've filled out and 
allows you to go back and edit information on any 
of them. It will also remind you of any forms you 
have yet to fill out before your return is complete. 



you need to. If you haven't made any 
errors, you can print a draft copy of 
your return for your records. Clicking 
Continue will take you to the Return 
Order Page, which lets you choose 
whether to file electronically or to 
print copies and file yourself. You can 
change this option by selecting this 
page on the Jump To: bar and re- 
entering it if you change your mind 
before submitting. We chose to let the 
IRS direct deposit. 

Provide the appropriate informa- 
tion (select No for the Third Party 
Designee and Federal Self Selected 
Pin options and accept the defaults 
for the Return Notes And Elections 
page) until you come to the Direct 



Deposit page. If you choose to have 
the IRS deposit your refund or to 
receive a paper check in the mail, you 
will be required to send a separate 
payment to FileYourTaxes.com by 
credit card or check. If you select the 
Bank Product Direct Deposit option, 
FileYourTaxes.com will deduct their 
fee from your return and deposit the 
remainder into an account that you 
will set up with a bank that File 
YourTaxes.com has an agreement 
with in the form of a Refund Anti- 
cipation Loan. Your refund will come 
from that bank within two to 15 
business days. We chose to 
allow the IRS to Direct Deposit 
for us. Input your financial 
institution name and account 
information (you'll need to get 
this information from your 
bank) and click Continue. 

This is the final page of the 
process. You cannot change any 
of your information after this 
point. You will need to provide 
your date of birth and the date 
you're filing on in order to digi- 
tally "sign" for the transfer of 
funds to (or from if you owe 
money) your bank account. 
Once you continue, FileYour- 
Taxes.com will prepare your 
return and contact you when it 
has been accepted. In the event 
that your return is rejected, 
you'll be provided with an explana- 
tion. You will also be asked to pro- 
vide either a check or your credit card 
information to pay for the service 
before your return will be processed. 

We've only scratched the surface of 
the filing process, and there's a good 
chance that your return is completely 
different from the one we filed. If 
you've ever filed your taxes manually 
and have some idea what you're 
doing, FileYourTaxes.com can speed 
up the process and help you complete 
your return much more quickly than 
doing it yourself. ® 

by David Miller 
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TaxLogic 

Your Online Accountant 



There's almost no way to avoid 
the task of preparing a tax re- 
turn, but there are a number 
of ways to approach it. 
TaxLogic (www .taxlogic.com) puts a 
new spin on the online option by of- 
fering a personal review by a tax pro- 
fessional. The cost is as low as $75 for 
a federal return and $25 for a 
state return, if applicable. 

Registration & Welcome 

The TaxLogic user interface 
follows standard Web naviga- 
tion procedures. Your browser's 
Forward and Back arrows will 
work correctly in most situa- 
tions, although if you use the 
arrows to leave a page in the 
middle of completing a form, 
you will lose any data you en- 
tered. To avoid this problem, 
use the navigational aids built 
into the TaxLogic pages. 

On the home page, click New 
Users Register Here. Complete 
the registration form with the 
pertinent information and click 
Continue. The Welcome page serves 
as a navigation aid. It displays the six 
steps of the tax preparation process, 
Continue and Logout buttons, and an 
Interview Progress Bar that shows 
how much of the process you've al- 
ready completed. You can use this 
page to return to any step and make 
corrections or check information. 

Clicking the Logout button simply 
returns you to the TaxLogic home 
page. If you use a shared computer, 
exit your browser whenever you 
finish working with TaxLogic. 



One of the nicer features of TaxLogic 
is the ability to leave and return to the 
process at any time; there is no need to 
suffer through the entire tax return 
process in one marathon session. To log 
back in, go to the TaxLogic home page 
and click Current Users Sign-In Here. 
Enter your email address and password 




and then click Sign In. When the 
Customer Menu appears, click Prepare 
This Year's (2004) Tax Return, and you 
will find yourself back at the Welcome 
page. (When we went to press, forms 
and information for the 2005 tax year 
were not yet available on the site but 
were anticipated to be released closer to 
the tax season.) Click Continue to re- 
turn to where you left off. 

Preparation 

We are walking through the process 
for the first time, so the next step is the 



Pre- Interview. On the Welcome page, 
click Pre-Interview. The Pre-Interview 
is a list of simple yes/no questions that 
help determine which forms and 
schedules your tax return requires. 
Any question with a "yes" answer will 
require additional information later. 
When you are finished, click Continue 
to return to the Welcome page and 
then click Assemble Documents. 

The Assemble Documents page will 
display a list of the documents you will 
need to successfully complete your tax 
return. Use your browser's Print func- 
tion to print a copy of the page to help 
you in the hunt for W-2s, 1099s, prop- 
erty tax records, and other rele- 
vant information. 

Click Continue to return to 
the Welcome page. After you 
gather all of the necessary 
forms and information, click 
Online Interview. 

Online Interview 

The Online Interview can be 
a lengthy process, depending on 
the number of forms and sched- 
ules your tax return requires. 
Most fields are self-explanatory, 
so if you encounter a section 
that we don't cover, you should 
be able to complete it without 
any difficulty. If you want to 
take a break at any point, click 
Continue to save your data. 

A question box at the top-right 
corner of each Online Interview page 
allows you to contact a TaxLogic ac- 
countant if you are confused by a 
question or need further guidance. 

The View button near the bottom of 
each page takes you to an Interview 
Summary page that lists each section of 
the interview. You will see check marks 
next to sections that are complete and 
right-facing arrows next to sections that 
need more information. Use the Inter- 
view Summary page to jump to any sec- 
tion at any time to make corrections or 
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complete information in the order 
that's most convenient for you. 

Personal section. The Online 
Interview starts with the Personal 
section, where you enter basic infor- 
mation about you and your spouse (if 
you have one). You can use the Note 
field near the bottom of the page to 
enter any relevant information about 
the current tax year that your ac- 
countant should know, for example, 
that you got married, had a child, or 
sold a house. Click Continue. 

Income section. The number of 
subsections in the Income section is 
determined by the way you answered 
questions in the Pre- Interview. Most 
individuals will at least see W-2 and 
Interest Income subsections. 

As you enter data in the W-2 sub- 
section, TaxLogic will automatically 
populate related fields to save you 
time and trouble. Don't assume that 
the data is correct. Carefully review all 
fields before moving on to the next 
step. Click Continue and follow the 
same procedures to complete any 
other Income subsections. 

Deductions section. Fields in the 
Deductions section are based on the 
Pre- Interview. Most individuals will at 
least have an Itemized Deductions sub- 
section. This subsection provides a place 
to enter basic deductions for common 
categories, such as medical and dental 
expenses, real estate taxes, and home 
mortgage interest. If you have any de- 
ductions that don't fit listed categories, 
you will have an opportunity to enter 
them in the General Comments area at 
the end of the Online Interview. Click 
Continue and then follow the same pro- 
cedures to complete any other Deduc- 
tions subsections. 

Electronic Filing 

When you approach the end of the 
Online Interview, it will be time to let 
TaxLogic know how you want to file 
your return and receive your refund, 
if you're entitled to one. 

If you select Direct Deposit, you 
will be taken to a page where you can 



enter the necessary deposit informa- 
tion, including bank name, routing 
number, and account number. 

The Basic Electronic filing option 
will file your taxes electronically. If a 
refund is due, it will be sent to you via 
standard postal mail. No additional 
information is required. 

If you click None, TaxLogic will pro- 
vide the final forms to you. You will be 
responsible for submitting them to the 
IRS (Internal Revenue Service) and 
your state tax agency, if applicable. No 
additional information is required. 
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TaxLogic (www.taxlogic.com) combines 
the convenience of an online tax 
preparation service with a review by a 
tax professional. 
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W-2s are the first step in the Income 
section. The online form looks similar 
to a paper W-2 form. TaxLogic will 
automatically complete some of the 
data for you. Review this data before 
you submit your information to the 
accountant to ensure that it's correct. 



The Notes For Accountant section 
offers a place to enter any relevant in- 
formation that may not have been in- 
cluded in the Online Interview. A State 
Tax Return option will be present if 
you indicated in the Pre-Interview that 
you want TaxLogic to file your state 
tax return. The Other Information 
field is your last chance to list any ad- 
ditional questions, comments, or in- 
formation that hasn't already been 
covered. Click Continue to return to 
the Interview Summary page. 

Before you submit your information, 
click each subsection on the Interview 
Summary page and carefully review the 
data you entered in each field. When 
you are satisfied that everything is 
correct, click the View button at the 
bottom of the Interview Summary 
page. Your data will appear as a page of 
text. Use your browser's Print com- 
mand to print a copy for your records. 

Submit Your Information 

On the Interview Summary page, 
click Send Your Information To The 
Accountant. Click Continue. You will 
be required to enter payment informa- 
tion and fax copies of related docu- 
ments to TaxLogic. You can also select 
how your copy of the tax return will be 
delivered to you, either by download- 
able PDF (Portable Document Format) 
or via 2nd Day Priority Mail. 

Enter the required information and 
click Send. Your data will be assigned 
to a TaxLogic accountant. The accoun- 
tant will be in touch with you about 
any questions that arise or to answer 
questions or respond to comments you 
submitted with your return. 

TaxLogic involves some considera- 
tions that don't arise with a local 
accountant. You don't make an ap- 
pointment, so you can't be sure where 
you fall in the customer queue. Re- 
solving questions via email may also 
result in delays. If you decide to use 
TaxLogic, submit your information 
well before the April 15 deadline. Qjs] 

by Tom Nelson and Mary O'Connor 
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Compare Popular 

Find The Tax Preparation Site 



Given the many online tax some information, it should be fairly easy to choose the site 

preparation sites available, it that will suit your needs and budget. In this chart we take a 

can be hard to know which site to choose when it comes time look at some of the features offered by eight popular online 

to file your taxes. With a little bit of diligent research and tax preparation sites. 



TurboTax Online Essentials 

Price For Filing Federal Return 

Around $10 



TaxCut EZ for the Web 

Price For Filing Federal Return 

1/6/05 to 3/12/05: $5.95 
3/13/05 to 12/31/05: $9.95 



TaxACT Online (Standard version) 
Price For Filing Federal Return 

Free 



TaxNet 

Price For Filing Federal Return 

Free for 1040EZ, 1040 A, 1040 Long 
Form, and other IRS forms 



URL 

www.turbotax.com 

Features 

• Easy step interview 

• Where Do I Enter? help 

• Multistate preparation 
and e-file 

IRS confirmation with e-file 

Final review 

Error check 

Audit alerts 

Refund monitor 

Access prior year's returns in 

PDF archive 

Refund bonus program 

Year-to-year transfer (between 

desktop and Web) 

Online audio assistance with NPR's 

Click and Clack 

Online video assistance 

Improved navigation with 

more flexibility and easy-to-use 

edit buttons 

Simplified language including 

practical examples to assist 

in deductions 
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URL 

www.taxcut. com 

Features 

• Block Advantage— interactive 
and static 
Signature upgrade 
Home loan advisor 
Comparative tax summary 
Previous year online 
data import 
Previous year office 
data import 
Previous year software 
data import 

Three-year storage of tax return 
Worry-free audit support 
Accuracy guarantee 
Calculation check ups 
Free e-filing of federal and 
42 states 

Support nonresident states 
EZPay, with finance charge 
applicable after 90 days 
Email product support 
Chat on every page 
of interview 

• Refund Anticipation Loan 
(additional fee) 

• Simple Pay (additional fee) 

• E-file enabled extensions 
(additional fee) 

• Tax Consultation/Ask a 
Tax Pro (additional fee) 



URL 

www.taxact. com 

Features 

• Supports IRS e-file 

• Multiple occurrences of sup- 
porting forms 

• Tax Refund or Amount Owed 
display shown at all times 

• Printable tax summary 

• Depreciation asset forms 

• Automatically transfers your 
federal information to the 
state software 

• Inspects your return for errors, 
omissions, and valuable tax- 
saving opportunities 

• Prior year's comparison report 

• Print your IRS-approved form on 
plain paper using Adobe Acrobat 
Reader or e-file for $7.95 

• Return information is automati- 
cally saved 

• Determines which 1040 form 
you qualify for and calculates 
accordingly 

• Print or e-file your state return for 
just $12.95 

• Prepare your return for free and 
pay once you are ready to print 
ore-file 

• Supports all 43 income-taxing resi- 
dent states and 22 part-year/non- 
resident states 

• Variety of forms and schedules 
supported 



URL 

www.taxnet.com 
Features 

• Visually separates the interview 
from help and tools using frames 

• Profile checklist 

• Interview process 

• Instant Tips with quick explana- 
tions, tax tips, and help 

• Feedback window to track 
progress, refund status, and place 
in the program 

• Help window with FAQ and 
GUIDE options 

• Help center with access to Live Tax 
Advice, IRS Publications, and 
global FAQs 

Ability to navigate to different 
sections of your return 
Bookmark a question and come 
back to it at a later date 
Summarizes the information you 
have entered into the product 
Contains all of the IRS tax forms 
that the average taxpayer needs 
Checks for missing information, po- 
tential audit alerts, and other errors 
Analyzes your return, looking for 
additional deductions, credits, 
and write-offs 
No software to download 
Prepares your state tax return 
Compatible with Internet Explorer, 
Mozilla, and other popular browsers 
Works with different screen reso- 
lutions and adapts to your resolu- 
tion settings 
Print all forms 

State returns available (additional fee) 
Refund Transfer (additional fee) 
E-file option (additional fee) 
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That Meets Your Needs 
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Compiled by Jennifer Johnson 



TaxBrain 


FileYourTaxes.com 


TaxLogic 


CompleteTax 


Price For Filing Federal Return 


Price For Filing Federal Return 


Price For Filing Federal Return 


Price For Filing Federal Return 


$19.95 for Form 1040EZ, additional 


$29.75 for Forms 1040EZ, 1040A, or 


$75 


$24.95 


charges for other 1040 forms 


1040 






URL 


URL 


URL 


URL 


www.taxbrain.com 


www.fi leyourtaxes.com 


www.taxlogic.com 


www.completetax.com 


Features 


Features 


Features 


Features 



Prepare multiple tax returns using 
one account 

Year-to-year transfer of tax data 
Two-year tax comparison report 
(after the first year) 
Prepare one resident and one non- 
resident state return for all states 
with a personal income tax 
Easily amend your federal return 
for no additional cost 
Guarantee that covers any pen- 
alties or interest for any inaccur- 
ate calculation 
E-file your federal and state 
tax returns 

Variety of federal forms supported 
Extension Center 
TaxBrain depreciation calculator 
with automatic generation of ap- 
propriate forms 
Automatically chooses appro- 
priate Form 1040 type (1040EZ, 
1040A, or 1040 Long) for your 
tax situation 

Complete support for the 
Hurricane Katrina relief provisions 
currently enacted 
Expanded Schedule A for up to 
99 entries within each deduc- 
tion category 

Support for IRS Form 8889 - 
Health Savings Accounts 
Support for Form 8379 - Injured 
Spouse Claim and Allocation 
Support for foreign employer ad- 
dresses on Forms W-2 
Save your tax returns in PDF 
format on your computer, or let 
TaxBrain save your tax data for five 
years for $9.95 

Get two printed bound copies of 
your tax return(s) mailed to your 
address of choice for $19.95 
SmartCoverage Audit Defense (ad- 
ditional fee) 



Information automatically saved 
between pages 

Tax return information is acces- 
sible via a three-credential login 
process: name, password, and a 
third piece of information pro- 
vided by the user 

No cookies or other information is 
stored on the client computer 
No installation and updates necessary 
Save, finish, and edit your return at 
any time, on any computer 
State returns available 
E-filing available for both federal 
and state returns 
Download, print, and save a PDF 
copy of your return 
Refile as many times as you want 
without an additional fee 
One-time fee for construction of 
one year's tax return 
All previous returns are available 
online for easy access 
Better Business Bureau online pri- 
vacy program certified 
Sign your return with a PIN 
number, so you don't have to file 
any paperwork with the IRS 
Pay the Fileyourtaxes.com fee on- 
line by credit card, by paper check 
in the mail, or have it deducted 
from your tax refund 
File extensions 

Setup a pay installment program 
with the IRS 

Complete and file past year's 
tax returns 

Secure messaging service for cus- 
tomer support 

Log in through a secure portal; all 
subsequent communication is en- 
crypted by SSL protocol 
And all information is stored on 
Fi leyourtaxes.com 's secured servers 
Pay tax liability online using your 
bank account 
U.S. company: Nothing is outsourced 



Electronic state and federal re- 
turn filing 
24/7 support 

Tax advice options: voice, email, 
instant messenger, and video 
conference 

Access to prior year's returns 
Free answers to tax questions 
Continuity if you move any- 
where in the world 
Import Quicken and 
QuickBooks files 
Available 24/7 from any 
computer in the world 
Deal with a tax professional, not 
just a software product 
Tax saving strategies and 
recommendations 
Regular newsletters and 
bulletins 

Lets you know if your deduc- 
tions are subject to any limita- 
tions under the law 
Helps you figure out what you 
can deduct 

Minimizes your taxes by using 
all applicable deductions 
or credits 

Identifies the paperwork you'll 
need to support your deduc- 
tions on credits 

Help with unresolved tax prob- 
lems such as offers in compro- 
mise or injured spouse 
Representation in front of IRS 
if necessary 

Help in relief from certain penal- 
ties and interest 
Step-by-step instructions by an 
online professional regarding 
how to get your taxes done 
Answers to FAQs about 
your taxes 

Available throughout the year 
to help with your tax planning 
State returns available for $25 



State tax returns available for $9.95 
Bookmark tabs and subtabs at the top 
of each page for navigation 
Documentation and help center that 
includes a tax glossary, tax calendar, 
tax news, summaries of tax acts, state 
tax resources, tax guide, page-specific 
help, and FAQs 

Help Me Decide to assist in answering 
tax questions 

Track your progress with the Check If 
Page Is Complete feature 
Automatically checks for mistakes 
and oversights 

E-file your federal and state tax returns 
at no extra charge 
Forms, tables, and worksheets avail- 
able for download 
Personal guidance calculators 
Tax Projector 
Schedule D calculations 
Import Schedule D information 
from GainsKeeper 
Email support 

Compatible with both PC and 
Macintosh computers 
Tax return information is password- 
protected and stored on secure servers 
Transmission of tax return informa- 
tion is encrypted using SSL protocol 
Qualifying taxpayers can opt to have 
the payment for using CompleteTax 
deducted from their refund 
Faster refunds with the Quick Loan 
Service for approved users 
Check e-file status online 
Bank products from HSBC for ease 
of payment 

Save and print your tax return using 
Adobe Acrobat PDF 
Printable prior-year returns 
Private bulletin boards 
Expanded W-2 and 1099 import 
Internet chat support: $4.95 for 
two sessions 
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Personal Finance Software 
Simplifies Your Finances 



Early personal computers 
were especially useful for 
computational tasks. This 
made computers a very 
natural tool for managing 
finances. However, initially programs 
such as Intuit Quicken and Microsoft 
Money didn't exist. Instead, users had 
to adapt other programs, such as 
spreadsheet applications, to their 
money- tracking needs. Even when fi- 
nancial software started to flood the 
market, it was better suited for ac- 
countants than for home users. Too 
often, the software was complicated 
and had advanced analysis tools that 
home users didn't need. 

The first user- friendly programs were 
quite different from today's personal fi- 
nance software. Today's programs have 
many tools for budgeting, tracking 
stocks, and paying bills. In contrast, the 
first successful personal finance pro- 
grams were designed for users who 
were less computer- savvy than today's 
users. These early programs were com- 
monly referred to as checkbook pro- 
grams because the interface resembled 
an on-screen version of a checkbook 
register. Most programs did little other 
than record user-entered transactions 
and calculate balances. We'll look at 
how personal finance programs have 
evolved and where they stand today. 

Early Investments 

Quicken is one of the most well- 
known personal finance programs. 
However, before Quicken's release, 
there were already more than 40 other 



personal finance programs. None of 
them had gained widespread accep- 
tance, however. The programs provided 
many functions that could prove useful 
but were complicated to use. One of the 
early programs that competed with 
Quicken for some time was Managing 
Your Money, a DOS- (Disk Operating 
System) based program for tracking 
spending, analyzing finances, and per- 
forming other money- related tasks. 

One reason for Quicken's relatively 
quick rise to popularity was its inter- 
face, which resembled a checkbook 
register. Users didn't need to learn 
complicated commands and entry 
codes. Instead, users simply typed 
payee names and amounts in the 
fields, just like they did in their paper 
checkbook registers. 

Eventually, Microsoft joined the 
personal finance software market with 
its own product, Microsoft Money, 
which was released in 1991. This soft- 
ware has gradually gained a foothold 
in the industry and is now, along with 



Quicken, one of the two top-selling 
personal finance programs. 

Return On Investment 

Throughout the 1980s and into 
the 1990s, people became more 
comfortable with PCs, using them 
for a greater variety of tasks. As a 
result, it was essential that per- 
sonal finance software add better 
integration with other financial 
programs. Personal finance pro- 
grams added tools for exporting 
data to tax-preparation software, 
such as Intuit's TurboTax, or to 
spreadsheet software, such as 
Microsoft's Excel. 

Users were also ready for more 
advanced program features. De- 
velopers still had to walk a thin 
line, adding new features while 
ensuring that program operation 
remained simple. Programs that 
were once basic registers for 
recording transactions and recon- 
ciling accounts gained tools for cre- 
ating graphs and examining spending 
habits. Programs such as Microsoft 
Money could also make suggestions 
to users for saving more money, elim- 
inating credit card debt, getting a 
better ROI (return on investment), 
and even planning for retirement. 

Wired Money 

The Internet's popularity brought 
more changes to personal finance 
software. Developers added Web- 
enhanced functions, which let users 
download account balances and di- 
rections directly from a bank or other 
financial institution. Many programs 
also let users pay bills online for a fee. 
Programs may include tools to mon- 
itor stock prices, mortgage rates, and 
other investment data. 

With automatic bill pay, the soft- 
ware can automatically pay recurring 
payments online. In the past, recurring 
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payments appeared in the register au- 
tomatically, but it was still the user's 
responsibility to make and mail the 
payment. Changes such as this make 
personal finance software not only 
ideal for the traditional user who 
wants to carefully track spending but 
also for the less-organized user who 
merely needs help paying bills on time. 

There are many mobile devices 
today, and many finance programs 
reflect that by providing tools to 
transfer data to a PDA (personal dig- 
ital assistant), smartphone, or similar 
mobile device for convenient access 
to account, investment, and budget 
information. A user can track 
expenses while traveling and 
then sync the changes to a desk- 
top computer when she returns 
home. Some programs also let 
users upload financial data to a 
secure Web site for access at any 
time from anywhere. 

Personal finance programs let 
users classify transactions ac- 
cording to categories, such as 
rent, medical, groceries, and day- 
care. In the past, users had to 
input this data manually for each 
transaction, but now many pro- 
grams, such as Microsoft Money, can 
automatically select the proper cate- 
gories based on keywords in the entry. 

Select A Flavor 

The major personal finance pro- 
grams come in a variety of editions, 
each tailored to a different type of 
user. For example, Quicken for 
Windows comes in three editions: 
Deluxe, Premier, and Premier Home 
& Business. 

The most basic edition is Quicken 
Deluxe, which lets users track spend- 
ing, create budgets, download infor- 
mation from financial institutions, 
pay bills online, and create a savings 
plan. The Premier edition also lets 
users track investments and identify 
potential tax deductions. Quicken 
Premier & Business is very similar, 
but it lets users keep personal and 



business transactions and accounts 
separate. It also provides tools for cre- 
ating and managing business invoices. 
Similarly, Microsoft Money comes 
in four editions: Standard, Deluxe, 
Premium, and Small Business. Stan- 
dard lets you track spending, create 
charts and reports, download data 
from financial institutions, and pay 
bills online. The Deluxe edition adds 
features to help you reduce debt, 
budget, plan for retirement, and meet 
other financial goals. You can also use 
Money Deluxe to evaluate your pro- 
jected tax expenses, find deductions, 
and manage your 401(k). Money 




Premium includes the same features 
but includes a few extra tax tools. The 
Small Business edition is identical to 
the Premium edition except that it also 
lets you create invoices and reports, 
handle payroll functions online, and 
manage accounts receivable. 

Although most people use Quicken 
or Money, there are other options 
available. In this issue we provide an 
overview of several personal finance 
programs. You can read about 
Quicken in "Get Ahead Of The 
Game" on page 98; about Money in 
"Checkbook Stubs Are Yesterdsay's 
News" on page 101; about Reilly 
Technologies' Moneydance in "Doing 
The Cross-Platform Samba" on page 
104; about GnuCash in "Track your 
Finances In Linux" on page 107; and 
about Checksoft 2005 Personal 
Deluxe in "Avanquest Checksoft 2006 
Personal Deluxe" on page 110. 



How To Choose 

When you choose a personal finance 
program, there are several things you 
should consider. For example, if the 
software lacks tools you need or if its 
tools are too difficult to use, it will likely 
be harder for you to stay on top of your 
finances. Above all else, look for a pro- 
gram with which you are comfortable. 
If the company offers a trial version, try 
it before you buy the software. 

Also, make a realistic assessment of 
which features you need, as well as 
which features you will actually use. If 
you have no use for or no time to use 
some of a program's tools, you 
may want to save money by 
choosing more basic software. 
Similarly, if you want to use per- 
sonal finance software for specific 
budgeting or money-management 
activities, you should verify that 
the software you buy will do what 
you need. 

If you want to transfer data 
from an existing program to a new 
program, check the Web site or 
call the software developer of the 
new program to ensure that the 
software can import files from 
your existing software. To take advan- 
tage of online banking tools, you 
should also learn which formats your 
financial institutions support and en- 
sure that the software you buy sup- 
ports those formats. For example, the 
latest version of Quicken no longer 
reads QIF (Quicken Interchange 
Format) files and instead requires OFX 
(Open Financial Exchange) files. 
Remember that some features, such as 
online banking, may require additional 
fees or subscriptions. Include these ex- 
penses when you comparison shop. 

Finally, read the articles in this sec- 
tion for an in-depth description of 
each program's features, interface, 
strengths, and weaknesses. The arti- 
cles on the following pages can help 
you find the personal finance software 
that best meets your needs. H 

by Kylee Dickey 
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Money & 
Quicken Face Off 

Find Out Which Program Is Right For You 




Even in the most content, com- 
placent time card puncher, 
there is likely an entrepreneur 
crying for release. You might 
clean houses on weekends, write trade 
journal articles on some obscure 
hobby, or rack up a few hundred bucks 
each month on eBay. The U.S. Census 
Bureau reports that there were 18.6 
million businesses in 2003 that re- 
ported having no employees (including 
part-time home businesses), com- 
prising more than 70% of all busi- 
nesses. The IRS requires that all income 
be reported for tax purposes, even the 
50 cents you made on that VHS copy 
of "Titanic" at the last garage sale. Of 
course, few people bother to report 
such pittances, and the IRS has no in- 
terest in auditing for pennies. 

However, somewhere between the 
garage sale and five figures a year, the 



taxman will take a shine to your 
moonlight money, which means you 
need to be organized about your cash 
flow. And even if you're not worried 
about taxes, you should be worried 
about your home finances — bud- 
geting, future planning, and so on — 
and a home business can play a 
critical role in this. Thus we decided 
to switch up our regular Quicken vs. 
MS Money face-off and tackle the 
home business editions of their re- 
spective 2006 offerings. 

Now, before you mumble some- 
thing about not having a home busi- 
ness and turn the page, hold on. Intuit 
and Microsoft each offer four versions 
of their 2006 home finance software, 
progressing from standard/basic up 
through the home business edition. 
Each higher-end version includes all 
of the features of the versions below it. 



So even if you don't care about busi- 
ness functionality, keep reading, and 
we'll take you inside the key nonbusi- 
ness features, as well. 

Microsoft Money 
2006 Small Business 

$89.95 

www.m icrosoft.com 

Historically, Microsoft Money has 
had a slight edge over Intuit' s Quick- 
en in the interface department, pro- 
vided you were a nonfinance type 
who preferred to drill down into areas 
rather than have everything in your 
face at once or cope with a lot of 
spawned windows. Money 2006 car- 
ries on this tradition with a user inter- 
face that seems to blend elements 
from Internet Explorer and Office 12. 
You have a small, abbreviated menu 
bar at the top. Below this are naviga- 
tion buttons (Back, Forward, Refresh, 
etc.), and below this is a tabbed bar 
offering Money's principal activity 
areas. Click a tab, and the bar imme- 
diately under it shows the most 
common activities or featured con- 
tent. Task choices run in a bar down 
the left side of the screen. 

Money's interface is a breeze to 
master, and this makes sometimes 
cumbersome tasks, such as reporting 
or planning, considerably easier than 
in years past. Still, there were some 
basic things that annoyed us. The first 
time you run Money, Microsoft pre- 
sents you with a notice that the 
program comes with two years of 
"Internet-Based Services," meaning 
that two years after activation (or 
Sept. 1, 2008 — whichever comes first) 
the program won't be able to down- 
load data and updates via the 
Internet. If this only meant that 
Money wouldn't refresh the on- 
screen advertising that intrudes into 
many areas throughout the program, 
we'd be so happy. 
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More importantly, Microsoft ap- 
pears to have not coordinated very 
well with some participating institu- 
tions. We tried to link an Ameritrade 
investment account to our test file 
and received the following message: 
"For your protection, Ameritrade 
uses different sign- in information for 
updates in Money. Ameritrade will 
give you a special sign-in name and 
password for use with Money." 
However, Ameritrade Help files 
make no mention of this, and special 
sign-ins are not necessary in portals 
such as Yahoo! or Bank of America, 
which merely use your regular bro- 
kerage user ID and password. After 
15 minutes on the phone with an 
Ameritrade representative, we finally 
had a special login name and pass- 
word and downloaded our transac- 
tion data. Admittedly, there are 
many scores of banks and brokerages 
in Money's account list, and we 
shouldn't necessarily expect Micro- 
soft to work hand-in-glove with all 
of them, but Ameritrade is one of the 
top online brokerages in the United 
States. It's like Windows missing 
support for 3D games or audio. And 
one small note: When trying to log in 
to Ameritrade, Money asked us if the 
computer was configured to log in to 
the Internet. You'd think it should 
know this already. 

Ground zero in Money is the 
Home tab and its My Money view. 
Here you have a barrage of well- 
organized shortcuts to places all over 
Money, everything from New Invoice 
creation to a report for payables due 
by month end. Ever the priority for 
budget-minded people, a large pie 
chart for the month's spending cate- 
gories dominates the right side of the 
screen. By default, right under the 
spending chart is a monthly spending 
tracker, and here you can build a list 
of budget item limits, such as Cash 
Withdrawal or Dining Out, to mon- 
itor, and Money will show you 
spending progress indicators for each 
selected budget item, so you can 
better pace yourself throughout the 



month. The My Money screen is very 
customizable, and there are 27 addi- 
tional modules you can add, such as 
Business Chart Of The Day and 
Flagged Transactions. 

The other area within the Home 
tab is MSN Money News, the layout 
and content of which uncannily re- 
sembles moneycentral.msn.com. 
Some might see bringing this portal's 
content within Money a convenience, 
but it's also paying money for content 
that everyone else gets for free. 
Historically, we always found Intuit' s 
self-promotion within Quicken an- 
noying, but whereas Intuit has made 
Quicken 2006 very focused on your 
experience with the pro- 
gram and your num- 
bers, Microsoft seems to 
bloat Money with tan- 
gential cross-promo- 
tions and Web content. 
This is not an encour- 
aging direction. 

After Home, the first 
tabbed area is Business. 
Unlike earlier versions 
of Money, Money 2006 
Small Business now ac- 
commodates physical 
inventory, as well as ser- 
vices, and tracks item 
costs. If you're going to 
go hog wild with Web 
integration, why not 

provide for package 

tracking within Money? 
This makes more sense than "related" 
links to free insurance quotes. There 
are also tools for tracking mileage and 
project time. 

We really like the flexibility and 
simplicity of Money's template -driven 
Invoice Designer, although Microsoft 
wastes this tool in several small ways. 
Having thumbnail images of tem- 
plates in the template list would help 
shorten the selection process. We 
easily created a new company invoice, 
complete with logo graphic, but we 
couldn't find how to set this invoice 
template as our new default. In fact, 
the only way we could use the new 



template was to navigate deep into the 
Print Invoice Setup area when sending 
an invoice to the printer. After all 
these years, Money still insists on 
emailing invoices in unprofessional- 
looking plain text. There's no way to 
convert invoices into PDFs or even 
Microsoft Word-friendly DOC files. 

Money's Banking area has come a 
long way in helping to avoid the du- 
plicate or erroneous entries involved 
with syncing bank account data. The 
program is now smarter about as- 
signing the correct categories to cer- 
tain businesses, and you can now 
enter future transactions, such as a 
mailed check, to maintain projected 
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Very clean with lots of empty space to make things 
easy on the eyes, MS Money is excellent at providing 
a lot of information at once. This 2006 version home 
screen sports the new tabbed user interface, which 
makes for easy navigation. 



and actual account balances. Money 
will automatically recognize and 
enter these transactions in the reg- 
ister once the bank clears them. We 
also like that Money now works with 
your own bank's online bill paying 
(most of which are now free) and 
doesn't force you to use MSN Bill 
Pay. If you use multiple banks, a 
quick setup routine lets you view in- 
formation on all of your accounts on 
one screen. Because Money is a .NET 
service that keeps your information 
encrypted on a remote server, you 
can also access your account data 
from any online computer. 
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On the other hand, there are still 
occasional frustration points. For in- 
stance, "18101 NW EVERGREEN" is 
how the local Target store shows up 
on our bank statement, yet we also 
have a manual entry for Target else- 
where in the register. When we try to 
Add a Payee Name Variation, en- 
tering "Target" as a variation of the 
street address so that the register will 
more correctly show the store name 
on subsequent data syncs, Money in- 
sists that the name "Target" is in use, 
and we should enter a different name. 

In the Bills section, Money takes 
another step forward with a cus- 
tomizable bill calendar that offers a 
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Another Microsoft strong point is Money's intelligent 
detection of categories for transaction downloads 
from your bank. McDonalds as dining is a no-brainer, 
but we were impressed that Money categorized Bally 
(a local gym) as Services/Memberships. 



shortcut to making quick payments, 
although we had multiple problems 
in getting Money to recognize our 
checking accounts as sources for elec- 
tronic bill payment. If you note 
which account to pay each bill from 
by default, you can also batch pay 
bills across multiple online checking 
accounts, which is actually one of our 
favorite features of this package, 
along with the cash flow forecasts. As 
with other areas in Money 2006, 
there are Essential and Advanced 
views, ostensibly aimed at basic or 
advanced users, but this strikes us as 
a bloat feature. Money makes user 



interface customization easy already; 
users should be able to increase the 
complexity of the basic interface as 
they please without worrying about 
an alternate viewing mode. 

Money 2006 excels at offering flex- 
ible personal and business data in the 
Reports area, everything from budgets 
to balance sheets to bond performance, 
and a few clicks ports any of these over 
to Excel or your email client as an at- 
tachment. If you have transactions 
without assigned categories, Money 
will prompt and help you assign the 
transactions, so your reports are accu- 
rate. Again, the Reports Home page in 
Essential mode shows you a handful of 
common report types 
accompanied by down- 
sized graphs for the top 
two reports. Advanced 
mode shows all of the 
report types sorted by 
group but no downsized 
graphs of most com- 
mon reports, and in this 
case you can't customize 
the user interface. We'd 
prefer something more 
friendly between these 
two extremes. 

The Budget area over- 
laps with Reports to 
some extent, but this 
is where you get to es- 
tablish your spending 

tracker and keep an eye 

on how it compares 
against your budget. Microsoft does a 
good job of making this information 
at- a- glance simple, but we did hit one 
bug in the program when we were in 
the spending tracker, navigated away 
from it, and when we came back, the 
interface seemed to have forgotten 
that we'd already established budget 
items, even though the spending 
tracker box on the Home page re- 
mained correct. Closing and restarting 
Money did not fix the problem. 

The Investing area home page is an 
overcrowded mess, but things improve 
once you get into the Portfolio Man- 
ager. Money's portfolio reporting is 



broad and excellent for the needs of ca- 
sual investors, and this is the one area 
within Investing where Money earns its 
keep against the real-time information 
offered by any major online brokerage 
or the likes of Yahoo! Finance, which, 
of course, is free. Worth noting is the 
spotlight center on ETFs (Exchange- 
Traded Funds), an increasingly popular 
investment vehicle akin to mutual 
funds. Because ETFs are still somewhat 
esoteric, this is one content section we 
actually felt was useful. 

Another Money strong point con- 
tinues to be the Planning area. While 
stuffed with outside article content 
(some of which actually conflicted — 
so it goes with financial advice), the 
shining stars here are the Debt 
Reduction Planner, Lifetime Planner, 
Financial Events Modeler, and the 
various calculator tools, one of which 
showed us that we'll pay $438,960 in 
taxes over 37 years en route to sav- 
ing our first $1 million. That was 
sobering. Still, it's better to be de- 
pressed than ignorant, and Money 
does a good job exploring the vari- 
ables of planning and making the re- 
sults easy to understand. 

Last up, the Taxes tab houses half a 
dozen tools: Tax Estimator, Schedule C 
Worksheet, Deduction Finder, With- 
holding Estimator, Capital Gains Es- 
timator, and Payroll Taxes. The value of 
this area is up for argument if you nor- 
mally buy an annual filing package such 
as TaxCut, which overlaps considerably 
with these Money features. That said, if 
you generate enough business revenue 
to warrant buying the Small Business 
edition of Money, you might be better 
off with a good CPA. 

Assessment 

MS Money 2006 Small Business is a 
solid money management tool, but its 
core functionality remains little changed 
from recent versions. Data entry, 
analysis, and reporting are quite good, 
but the business features are hit and 
miss. For instance, say you carry drink 
cups as inventory items. Money won't 
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track separate costs for the cup, lid, 
and/or straw, only the general concept 
of "cup," and this can cut into the pro- 
duct's usefulness. We still remain fans of 
Microsoft's attractive, well-organized in- 
terface, but the product is growing too 
cluttered with advertising and tides 
of Web content that remains free to 
everyone who didn't buy Money. 

In short, we like Money 2006 Small 
Business, and there are points of bril- 
liance within it, but Microsoft needs 
to take a fresh look at the product and 
pay more attention to users' needs. 

Quicken Premier 
Home & Business 2006 

$79.99 
quicken.intuit.com 

The 2006 version of Quicken in- 
cludes more than 120 customer-sug- 
gested improvements over Quicken 
2005, most if not all of which are ad- 
mirably detailed in occasional pop-up 
windows. We recommend taking the 
proffered new feature tour. Usually, 
such narcissistic presentations are long 
on cosmetics and short on substance, 
but Quicken's presentation is different. 
The new features, ranging from custom 
creation of toolbar shortcuts for fa- 
vorite reports to an Undo Accept All 
function when your download sync 
goes south, are small but important 
and surprisingly useful additions for a 
product as mature as Quicken. 

If you're just now getting electricity 
and have never seen Quicken before, 
you'll immediately notice that Quicken 
is not a tool for technophobes. The 
home page is clean and organized, but 
in a ledger book sort of way, not with 
pretty, big graphics. A traditional 
toolbar runs along the top of the inter- 
face with primary function icons (Back, 
Calculator, Budget, Quotes, etc.) right 
beneath it. The Financial Overview bar 
runs down the left edge of the UI (user 
interface), essentially providing a bal- 
ance sheet in your vision at all times. 
While nothing new, this may be one of 
Quicken's most valuable features as 



there's nothing quite like seeing your 
net worth go up or down to motivate 
you financially. Within the overview 
bar are four "centers:" Business, Cash 
Flow, Investing Center, and Property & 
Debt. Clicking on any of these will 
make that center's main screen fill the 
rest of the UI. Rather than take you 
away from these screens, Quicken 
prefers to overlay them with pop -up 
windows. Whether this approach is 
better than Money's is subjective. 

Once we finished Quicken's initial 
setup and entered some of our online 
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At first glance, Quicken 2006's home 
screen can look a bit daunting. Spend 
some time with it, though, and you'll 
come to appreciate the time-saving 
merits of Intuit's at-a-glance approach. 
We especially like the net worth bar on 
the left side of the screen. 



accounts, we notice the Alerts area at 
the top of the Home screen with two 
notes on the sample stock we'd se- 
lected. Quicken not only informed us 
that our stock was trading at 41.56% 
under its intrinsic value, but it then of- 
fered a pop-up window explaining how 
it had arrived at this value. This 
window in turn led to an area of The 
Motley Fool (www.fool.com) content 
we'd never come across before that 
turned us onto some genuinely in- 
triguing stock opportunities. In short, 
within three minutes of completing 
Quicken's setup, we'd learned more 
and been far more excited about in- 
vesting than after having spent many 
hours in MS Money. There are other 
useful alerts, too, spanning from when 



your mutual fund charges higher fees 
than other funds in its category to 
when your projected withholdings are 
out of line with your projected taxes. 

Under Alerts is a section for Bills & 
Scheduled Transactions. This is a 
handy snapshot view fueled by data in 
mouse- over balloons. For example, if 
you check the box for Show Calendar, 
days with items on them appear gray 
instead of white. Rest the pointer on 
a gray day, and a balloon appears 
showing that day's past or scheduled 
transactions. Buttons on the bottom of 
this section let you dive into greater de- 
tail with the full scheduled transactions 
list and creation windows, paycheck 
setup, and a shortcut to the Cash Flow 
Center that is redundant if you leave 
the accounts bar active. 

Below this is a section called Next 
Steps To Meet Your Financial Goals. 
This is essentially a collection of 
shortcuts to pertinent planning tasks 
and tutorials. While a useful re- 
minder, the section could be a bit 
smarter. For instance, there's no 
reason to keep displaying a How Do I 
Download Transactions From My 
Financial Institutions? link after 
you've already done so. 

Running down the right edge of the 
screen is a collection of links to initiate 
updates. You'll also find here text links 
to some of Quicken's in-house ser- 
vices, and we're fine with this. It's just 
a little box of text links, like Google ads 
versus a stack of banners. At the 
bottom of this column, you can build a 
list of Web links to your favorite finan- 
cial sites — just in case you didn't al- 
ready do this in your browser. 

The Business Center offers two tabs: 
My Data and Analysis & Reports. My 
Data is a straightforward collection of 
business- related items: alerts, accounts 
receivable, accounts payable, business 
A/R accounts, business spending and 
savings accounts, business credit cards, 
and business property and debt ac- 
counts. Again, make good use of the 
alerts. By viewing the full alerts list, we 
learned that mileage to and from chari- 
table activities can be deducted on your 
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Schedule A — a small but worthy tidbit 
typical of what you'll find lurking in- 
side of Quicken if you look for it. 

We found the Business Center's 
Analysis & Reports tab strangely 
Spartan — there are only two small 
boxes for an income vs. expenses graph 
and a business expenses pie chart — and 
awkward to customize. The Reports & 
Graphs Center, while apparently only 
accessible from the menu bar (why not 
put a quick link to it in the Tools list in 
the UI's right-hand bar?), is the real 
place to go for visual data. 

The Reports & Graphs Center is one 
of the most improved zones in 
Quicken 2006. Whereas this area was 
difficult to navigate in previous ver- 
sions, 2006 sees a blizzard of reports 
sensibly sorted into collapsible Bank- 
ing, Spending, Comparison, Investing, 
Tax, Net Worth & Balances, Business, 
and Easy Answer categories. If this still 
seems overwhelming, the right column 
of this window is filled with reports 
you've saved, arranged much like a 
Favorites folders list. You can now edit 
items from within report forms, and 
the reports are easy to customize. 

Without question, the chief weak- 
ness in Quicken 2006 PH&B is its han- 
dling of inventory items. No doubt 
Intuit doesn't want to steal business 
from its far more expensive Quick- 
Books line, but we were unable to 
figure out how to create or track costs 
for inventory items. This single point 
might be enough to push many home 
business owners back to Money Small 
Business. You can assign items into cat- 
egories and subcategories, but nowhere 
could we see where to add or track 
physical, cost-based inventory, and 
without this you can't run a goods 
business and have a true understanding 
of your profit or expenses over time. 

We were also a bit disappointed with 
the Forms Designer. Unlike Money, 
there are no handy templates to modify 
and not even any ruler guides to help 
get your object boxes aligned when you 
drag them. We had to re-create our 
company logo in BMP format as that's 
all Quicken would recognize. The end 



result is basic and professional, but 
some users may find it boring. Unlike 
Money, though, to apply a form to 
your estimate or invoice, simply select 
it from the Layout pull- down menu in 
the estimate/invoice's form window. 
You can then print the form to a 
printer or to PDF format as a saved file. 
You can't directly email the PDF as an 
attachment from Quicken, but you can 
send estimates and invoices in form 
layout as HTML in addition to plain 
text. This isn't light years beyond 
Money, but it's better. 

We hit one odd glitch. After creating 
an invoice, we tried to email the form 
as a file attachment. The mailing 
module repeatedly stalled and would 
crash Quicken, deleting our invoice in 
the process if we failed to save before 
emailing. A system reboot fixed the 
problem, but this reminded us of an- 
other annoyance in Intuit products: 
While uploading or downloading data, 
you're stuck. This becomes a huge nui- 
sance when trying to send a large batch 
of invoices over a slow Internet con- 
nection. We don't see why these opera- 
tions can't be done in the background 
as other Windows programs do. 

The Cash Flow Center mirrors the 
Business Center in having My Data and 



Analysis & Reports tabs. My Data of- 
fers sections for Cash Flow Alerts, 
Spending & Savings Accounts, Credit 
Card Accounts, and Bills & Scheduled 
Transactions. Analysis & Reports 
shows boxes for an expenses pie chart, 
income vs. expenses, and a budget re- 
port. The feel is similar to the Business 
Center. By double-clicking the ac- 
counts listed under Cash Flow Center 
on the account bar, you can dip into 
your bank and credit card accounts. 

At first glance, the account registers 
look as they have for years, but Intuit 
has added a few perks. For starters, 
each registry entry (this applies to 
Business Center registers, too) has a 
paper clip icon. Click it, and you can 
attach notes or scanned images, such 
as receipts or checks. In fact, one of 
Quicken's best points now is that it 
can download and attach check im- 
ages from compliant banks. (Money 
does not offer this.) Another sweet ad- 
dition is the pop-up activity report 
you can see when clicking the Note 
button next to the payee field. This 
shows your recent expenses with that 
payee, as well as a total and average for 
the time period you specify. Clicking 
the Show Report button gives even 
more details. This is an outstanding 



Find The Right Features For You 

Each version of Money and Quicken includes different features, and of course the 
more expensive the software, the more features it'll have. Check out this chart to 
see which versions of Money and Quicken include the following features, so you'll 
know which version is right for you. 



Money Standard 


Money Deluxe 


Retirement/college/goals planning 


• 


Download bank/credit/brokerage info • 


• 


Cash flow forecasting 


• 


Minimize capital gains taxes 




Bonus financial services 




Schedule D reporting assistance 




401 (k)/IRA tracking 


• 


Attach images to transactions 




Email PDF invoices 




Track inventory component costs 




Toll-free phone support* 1 year 


3 years 



: Intuit covers some issues for free. Some require a service charge. 
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time-saver for those tired of juggling 
regular reports. 

Additionally, one of our favorite new 
features is the little blue star on the 
right edge of each register line. (You 
can disable the feature in the Quicken 
Program Preferences.) Click this next 
to a restaurant expense, for example, 
and you'll be able to give a star rating 
and optional written review for the 
company on Zipingo, which as Zipingo 
says itself, is sort of like the Yellow 
Pages with ratings. As of our writing, 
the number of reviews was still pretty 
limited (not one restaurant review in 
downtown Portland, Ore.), but with 
Quicken 2006 support feeding the ser- 
vice, we expect it to grow quickly. 

The Investing Center offers four 
tabs: Today's Data, Performance, 
Analysis, and Portfolio. Quicken de- 
livers almost the polar opposite experi- 
ence from Money here. You need to 
dig for Web content, while the regular 
tabs show a barrage of charts, reports, 
and spreadsheets. This is good stuff for 
the interested investor, but dabblers 
and early learners may be daunted. 

Within each Investing Center ac- 
count, you'll have Summary, Perfor- 
mance & Analysis, and Transactions 
tabs. The Summary tab is more or less 
a detailed account statement. Perfor- 
mance & Analysis again only gives an 
unsatisfying few graphs, and Transac- 
tions is just an account history register. 
While a bit ironic after complaining 
about Money's overabundance of Web 



content, we found ourselves wishing 
Quicken made accessing its partner 
content a bit easier. Or at least we 
wished we could have brought our fa- 
vorite content blocks closer to the 
main user interface. 

The Property & Debt Center has no 
tabs. Aside from the alerts box, this is 
mainly an area to itemize assets and li- 
abilities that don't normally fall under 
business, cash, or investment ac- 
counts. Really, we found little use for 
this Center except that it helps com- 
plete the net worth assessment at the 
bottom of the account bar. 

We should note that while you can 
opt to upload your data to Quicken 
.com for remote access — and con- 
versely download items you enter 
through Quicken's WebEntry — by de- 
fault all information is stored on your 
PC. For those who worry about the 
security and privacy involved with 
Money's approach to .NET, Quicken's 
method may be preferable. 

Assessment 

Quicken 2006 Premier Home & 
Business would be invincible if only it 
handled small-business inventory. If 
inventory doesn't matter to you, then 
this package is the hands-down winner. 
Quicken's interface is more robust and 
its transaction handling more compre- 
hensive. The program overall is better 
suited to those who want to grow into 
managing home and business finances, 



not just skate along on simplicity. 
Money management is a serious 
matter, and perhaps if more people 
treated their finances in a professional 
manner, we wouldn't now be faced 
with the average American spending 
more than he saves each year. 

That said, Quicken 2006 keeps 
money management accessible to a 
broad audience. Sure, the program still 
has some redundancies and there are 
places where more customization capa- 
bilities would go a long way, but Intuit 
needs to keep a few cards hidden for 
2007. For home use, Quicken gets our 
clear vote of confidence. For home 
business use, proceed cautiously. 

The Upshot 

While too much of an oversimplifica- 
tion, the battle between these 2006 pack- 
ages is, in a way, form vs. function. 
Money has the sleek looks and simpli- 
fied interface that will make it an acces- 
sible hit with novices, especially those 
that are inured to Web advertising. 
Quicken is no beauty, but it's definitely 
a winner on functionality (inventory ex- 
cepted). We wouldn't say that either is a 
must-have upgrade to the 2005 versions, 
but you'll find that the cumulative 
changes are worth paying for. We're 
used to the Money- Quicken face-off 
being a close race, but this year Intuit 
emerges as the champ. [Ijs] 

by William Van Winkle 
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Get Ahead 
Of Tlie Game 

Quicken Premier 2006 Walk-Throughs 



Q 

else. Inruil 



uicken is like having a 
trusted financial advisor who 
puts your profit and eco- 
nomic well-being above all 
lit, ever intent on improving 
its line of personal finance software, 
has added more than 121 improve- 
ments to Quicken Premier 2006. If 
you're new to Quicken 
or if you haven't seen 
the latest incarnation, 
this software can help 
you get a handle on every 
aspect of your finances, in- 
cluding managing your day- 
to-day budget, minimizing 
your yearly taxes, and plan- 
ning for a comfortable and 
independent retirement. If 
you're feeling a bit overwhelmed 
by your finances, Quicken can even 
help you get out of debt. 

Get Around In Quicken 2006 

It's easy to install and customize 
Quicken Premier 2006. When you stick 
the disc into your optical drive (or run 
the EXE file), a wizard-like interface 
launches and walks you through the 
customized installation process. The 
somewhat time-consuming setup 
process asks for your identification in- 
formation, helps you establish your 
financial goals, and even adds accounts 
to your profile, which lets you pay bills, 
make ATM withdrawals, and track the 
movements of your finances. The dif- 
ferent accounts you can add include 




Cash Flow, Investment, Property And 
Debt, Paycheck, and Bills. Quicken's 
key to success is that it does most of 
this tracking with very little manual 
input from you. 

Register. The benefits of registering 
your Quicken software include access 
to online software updates and the 
ability to download online stock 
quotes. If you go a step further, you 
can register as a Quicken.com Member 
for access to special Quicken.com tools 
such as your Portfolio, Stock And 
Mutual Fund Evaluator, One-Click 
Scorecard, and the Retirement 
Planner. As a Quicken.com Member, 
you can also track your finances 
and investments from anywhere on 
the Web. 



When you launch Quicken Premier 
2006 for the first time, you'll see your 
QDATA screen, or Quicken Home 
page. This page displays Alerts, such as 
scheduled transactions that are due or 
past due. You'll also find a list of your 
current bills and other pending cash 
flow items. The bottom of the main 
page displays the Next Steps To Meet 
Your Financial Goals. According to 
the goals we set after we installed the 
program, this field suggested we set up 
a password to protect our Quicken 
financial data, categorize our transac- 
tions in the Cash Flow Center, and 
visit the Tax Center to plan and fore- 
cast this year's taxes. 

A box at the top right of the Quicken 
Home page features a simple One Step 
Update button for downloading online 
updates. Directly below, the Quicken 
Tips box gives you helpful hints about 
how to use Quicken. The Quicken 
Services box includes links to access 
Quicken Bill Pay, Order Checks & 
Supplies, Protect Your Quicken Data, 
Get Business Tools For Quicken, and 
Quicken MasterCard. The My Web 
Links box lets you add your own links 
and descriptions. 

Depending on the options you se- 
lected when you first set up Quicken, 
you'll find your accounts listed along 
the left side of the main window. Our 
Quicken Home page listed the Cash 
Flow Center, Investing Center, and 
Property & Debt accounts. Clicking 
on any one of the accounts displays its 
details in the main window. Most of 
the accounts that Quicken tracks fea- 
ture several tabs of data. For instance, 
our Investing Center account featured 
tabs for Today's Data, Performance, 
Analysis, and Portfolio. Our Cash 
Flow account page features My Data 
and Analysis & Reports tabs. 

You can see your net worth in a 
green box at the lower-left corner of 
the page, while the Financial Over- 
view button displays graphs breaking 
down your Net Worth, Planning, and 
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Tax pages. Generally, clicking any 
field, whether named or numbered, 
lets you instantly enter a new name or 
value. A search box in the upper- right 
corner of the Quicken Home page lets 
you quickly navigate to specific items. 
The menu at the top of the page fea- 
tures several familiar items, including 
File, Edit, Tools, and Help. Other 
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The Quicken Home page displays a summary of 
your finances as well as any alerts and pending 
transactions that you may have to address. 



menu items include Online, Cash 
Flow, Investing, Property 8c Debt, 
Planning, Tax, and Reports. The 
toolbar features quick navigation but- 
tons, including Back, Update, Re- 
ports, Setup, Services, Quicken 
.com, and Customize. 

Expense Tracking 

Whether you're wired to your 
financial institutions via the Internet 
or not, the account Register is a good 
way to stay on top of your expenses. If 
you configure the software to connect 
to your accounts online, the Register 
displays your downloaded transac- 
tions. Within each individual account 
screen, you can click the Download 
Transactions button to get the latest 
account activity. If you need to set up 
your online account services, click 
Online from the menu bar at the top 
of the page and then click the Online 
Account Services Setup option. A 



wizard will launch to take you through 
the process of editing your existing ac- 
counts or creating a new one. 

To open the Register, click one of 
your accounts from the left column, 
such as your checking account. Your 
Register tab appears in the main 
window and lists your transactions 
from bottom to top starting with the 
most recent. To manually 
input new entries, scroll to 
the bottom. The date for 
your new entry fills auto- 
matically based on your 
computer's internal clock, 
but you can change it by 
simply typing a new date in 
the date's field. Press TAB to 
move to the Num column. 
Here you can enter the 
check number or designate 
the type of activity, such as 
ATM, Deposit, Print Check, 
Transfer, or EFT (Electronic 
Funds Transfer). Press TAB 
again to edit the Payee 
column. Here you can click 
Show Memorized Payee List 
to select from one of the 
previously entered payees or manu- 
ally enter a unique payee for the 
transaction. Press TAB again to enter 
the amount of the transaction. After 
pressing TAB to advance to the next 
box, you can click one of the income 
or expense categories from the list, 
or create a new one by 
clicking the Add Cat 
button. Next, press TAB 
to edit the Memo field 
and then click the 
Enter button to fi- 
nish recording your 
new transaction in the 
program's Register. 



Property & Debt 

Your home's value 
and what you owe on it 
are two of the most 



track what you owe and what 
you own, and it can help you figure 
out which of your loans should be 
paid off first. In this way Quicken can 
help users manage their loans and 
reduce debt. 

Start by clicking Property 8c Debt 
from the menu bar and then click Go 
To Property 8c Debt Center. The main 
window displays your Property 8c 
Debt Alerts, Property 8c Debt 
Accounts, Loan Accounts Summary, 
and Auto Expenses. To add a new 
account, click the Add Account 
button from the Property 8c Debt 
Accounts table. The Quicken Account 
Setup wizard launches to take you 
through the step-by-step process of 
creating a new House, Vehicle, Asset, 
or Liability account. 

For the purposes of this tutorial, 
click the radio button in front of House 
(With Or Without A Mortgage) and 
then click Next. The next step is to 
name the account, for instance, 
Primary Residence or Rental Property, 
and then click Next. The following 
page requests the date you acquired the 
property, the purchase price, and its es- 
timated current value. Remember, you 
can change the values at any time, so 
don't worry if you don't have the exact 
values in front of you. The next page 
asks you if there is a mortgage on the 
property and lets you create a liability 
account, assign a liability account you 




important 
considerations in determining your 
Net Worth. Quicken Premier 2006's 
Property 8c Debt Center is designed to 



You can classify each income or 
expense transaction by type by 
choosing one of the dozens of 
categories from the list. 
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have already set up in Quicken, or des- 
ignate that the property as paid for. If 
you choose to setup a liability account 
now, another Quicken Account Setup 
wizard will launch to walk you through 
the process. Click Done to close 
the wizard. 

Tax Planner 

Quicken Premier 2006 can take the 
surprise out of tax time. If you're a 
TurboTax user, you can easily import 
and export tax- related data between 
Quicken and Turbo Tax. To import 
Turbo Tax data to Quicken, click Tax 
from the menu bar, click TurboTax, 
and then click Import TurboTax Data 
File. Quicken can help non-TurboTax 
users by importing data based on your 
current Quicken data or by letting you 
manually input the proper values. 

To get an estimate of your taxes for 
this year, click the Tax menu option 
from the top of the Quicken Premier 
2006 Home page and then click Go To 
Tax Center. You'll see the Tax tab from 
within the Financial Overview screen. 
This screen shows your Tax Alerts, 
Projected Tax values, Tax Calendar, 
Tax-Related Expenses YTD (Year To 
Date), and Taxable Income YTD. Click 
the Tax Planner link from the Tools 
box in the upper-left corner of this 
page. The Tax Planner Summary page 
displays information for the current tax 
year, your filing status, and other pro- 
jections based on deductions and ex- 
emptions for which you may be eligible. 

If this is your first visit to the Tax 
Planner, most values are set to zero. 
Click Next to configure your wages. 
You can enter wage information for up 
to two sources of income. You can also 
include up to two incomes for a 
spouse. The Details section of each 
page specifies the source of the dis- 
played data, as well as Quicken YTD 
Transactions and Scheduled Transac- 
tions. Click the Next links at the 
bottom of each page of your Tax 
Planner to advance. Categories you can 
figure in to your Tax Planner include 
Wages, Interest And Dividend Income, 



Business Income, Capital Gains, Other 
Income, Adjustments, State And Local 
Deductions, Exemptions, Other Taxes 
And Credits, Withholdings, and 
Estimated Tax Payments. 

Quicken Premier 2006 also lets you 
compare different scenarios. For 
instance, click Compare after filling out 
the Tax Planner to see how your 
projection compares in up to three sce- 
narios. In this way you can determine if 
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The Tax Planner can help you predict 
your taxes for this year. 



it is more beneficial to file jointly, sepa- 
rately, married, single, or otherwise. 

Work, Save, Retire 

With Quicken, you can develop a 
complete picture of your finances, 
which helps you plan, forecast, and 
track the influx and efflux of your 
money. To begin tracking an invest- 
ment account with Quicken, click 
Investing from the menu bar and then 
click Go To Investing Center. On the 
Today's Data tab, click the Add 
Account button from the Investment 
& Retirement Accounts table. You'll 
need a current or recent account 
statement to complete this action. 

In the Quicken Account Setup 
wizard, type in the name of the finan- 
cial institution for the account, click 
Next, and then click the radio buttons 
that correspond to Standard Broker- 
age, IRA Or Keogh (a retirement plan 
designed for the self-employed), or 
401 (k) Or 403(b), depending on the 
kind of investment account you'd like 



to add. For the purposes of this 
tutorial, select Standard Brokerage and 
then click Next. The following screen 
asks for a name to refer to the account. 
Click Next to advance to the next 
screen, which asks for the date of the 
statement, as well as the Ending Cash 
Balance according to that statement. 
After pressing Next, you'll be able to 
input the ticker symbol and name for 
each security covered by the account. 
Click Ticker Symbol Lookup if you 
need help finding the symbol for a 
specific security. Click Next to advance 
the wizard to the Internet connect 
screen. From here you can establish an 
Internet connection to let Quicken 
access security details and other setup 
information for each security you 
entered in the previous screen. Click 
Next and enter your current holdings 
data, such as the total number of 
shares, and whether the security refers 
to Stock, Mutual Funds, or Other. 
Click Next to review your information 
and then click Done. At any point 
throughout the process, you can click 
Help, Back, or Cancel. 

My Money's Online 

Quicken is no new kid on the finan- 
cial software block, and as a result users 
have access to more online services than 
ever before. Windows users of Quicken 
Premier 2006 can connect to more than 
2,700 banks and brokerages for activities 
such as online banking, investment 
tracking, and electronic bill pay. For a 
complete list of the financial institutions 
that work with Quicken, visit web. in 
tuit.com/personal/quicken/search.cfm. 

Quicken Premier 2006 is currently 
available from Intuit's Web site at 
www.intuit.com. Click the link on the 
main page for Quicken Premier 2006, 
click the appropriate radio button to 
order either a CD-ROM or instant 
download, and then click Add To Cart. 
At press time, both the download and 
CD-ROM versions of Quicken Premier 
2006 were available for $69.99. H 

by Andrew Leibman 
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Checkbook 
Stubs Are 
Yesterday's News 



Microsoft Money 2006 Offers Improved Ways 
To Manage Your Funds Both Online & Off 




Microsoft Money has been 
a staple for financial 
novices and experts for 
years. This trend should 
continue with the release of Microsoft 
Money 2006. Microsoft released four 
versions of Money 2006 to accommo- 
date users with varying degrees of 
financial software experience: Micro- 
soft Money Standard, Deluxe, Pre- 
mium, and Microsoft Money Small 
Business. Microsoft Money 2006 
Standard has the basic functions most 
home accountants look for. You can 
balance your checkbook, automati- 
cally track spending, and sort your fi- 
nancial data into charts and reports so 
you can review your spending habits 
at a glance. Standard also comes with 
a year of free technical support from 
Microsoft, and you can also easily 
transfer your tax data to tax prepara- 
tion software. 

Microsoft Money Deluxe does this 
and a little bit more. At $59.95, Deluxe 
is noticeably pricier than Microsoft 
Money 2006 Standard, which retails 
for $29.95. But you shouldn't discount 
it because of the price difference. In 
addition to the easy finance manage- 
ment that Standard offers, Deluxe 
gives you enhanced tax tools, as well 
as other features such as credit card 
management and cash flow fore- 
casting applications to help improve 



your financial picture. Like Microsoft 
Money Standard, Deluxe will also let 
you transfer your tax data to tax 
preparation software, but with Deluxe 
you can also manage your 40 IK and 
find hidden tax deductions. 

Microsoft Money Premium ($79.95) 
is a step up from Microsoft Money 
Deluxe. Think of this as a slightly 
juiced version of Deluxe. Premium in- 
cludes the same programs as Deluxe, 
and Premium lets you take advantage 
of financial services such as Gains- 
Keeper, a program used to manage 
capital gains, and Moonjar Moneybox, 
a service designed to teach children 
about money. 

Finally, the most feature-rich 
product of the four is Microsoft 
Money Small Business. At $89.95, this 
program lets you create invoices and 
estimates, manage payroll online, and 
generate business reports and graphs. 
You will also get a one-year online ac- 
count to PayCycle, a payroll program 
that makes it easier for small business 
to manage financial information such 
as pay days and tax filings, in addition 
to the other programs included in 
Premium. Each of the last three prod- 
ucts, Deluxe, Premium, and Small 
Business, come with three years of 
technical support. 

We used Microsoft Money Deluxe 
for this tutorial. At the time we went 



to press, you could download a free 
90-day trial version of this program 
from the Microsoft Money Web site 
(www.microsoft.com/money) . 

My Money 

Money 2006 is easy to set up. It uses 
your MSN Passport to help you 
manage your finances online. To log 
on, just type your Passport credentials 
(email address and password) in the 
text boxes labeled Email Address and 
Password in the Sign In To Open Your 
Money File page and click Sign In. This 
takes you to the My Money homepage. 
This page will be your base for every 
major undertaking in Money. You can 
go to a list of your accounts, a sum- 
mary of your bills or budget, and many 
other places with just a click or two. 
My Money is handy because it's set up 
like an Internet Explorer Web page. At 
the top you'll notice a row of familiar 
navigation buttons that include Go 
Back, Go Forward, Stop, and Refresh. 

Get Up & Running 

The first step to get Money going is 
to select the type of account you want 
Money to monitor. To get started, find 
the Favorite Accounts box that is just a 
tad high and left from the center of 
your screen. Click Set Up A New 
Account, which should be the last line 
in the Favorite Accounts box. Next, 
you'll be prompted to select an account 
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type. You can choose among Banking, 
Credit Card, Investment, and Other 
(this includes loans, assets, or watch ac- 
counts [accounts that let you track the 
performance of a company without ac- 
tually investing money in it]). Let's 
create a checking account this time. 
Click the Banking radio button and 
click Next. You're then prompted to 
select the bank or brokerage the ac- 
count is with. Money lists the banks in 
alphabetical order. Above these banks 
is a section containing each letter of the 
alphabet. Click the letter your bank 
starts with to avoid scrolling through 
loads of irrelevant names. For instance, 
if you have a checking account with 
Wells Fargo, click W, highlight Wells 
Fargo, and click next. 

Some Banks, including Wells Fargo, 
can integrate your online account with 
money management programs such as 
Microsoft Money or Quicken. The 
next step in setting up an account 
is to notify Money whether or not 
you've already signed up with your 
bank to use these services. Click ei- 
ther the Yes radio button or the No 
radio button. For the purpose of 
this illustration, let's say you 
haven't used this feature, so you 
would click No, then Next. At the 
following screen, enter the user- 
name and password you use to log 
into your online bank account and 
click Continue. You should now 
be able to view your online bank 
account through Money. 

If your bank isn't listed or you just 
want to do your banking offline, click 
My Bank Or Brokerage Isn't Listed, 
located in the lower-left section of the 
Select A Bank Or Brokerage screen. 
Then choose your account type 
(Checking or Savings) and click Next. 
Finally, enter a name for the account, 
the current balance of the account, 
and the currency the account is in. 
Then wrap it all up by clicking Finish. 



Set Up Your Shortcuts 

Microsoft Money makes it easy for 
you to customize your screen and 



remove controls that you don't use. 
To get rid of control clutter, click the 
Shortcuts button to the right of the 
Refresh button at the top of the 
screen. This should bring up the 
Toolbar Display Settings box. This 
feature lets you tailor which shortcut 
buttons you have on your screen 
based on the financial categories that 
are most interesting to you. Go to the 
View drop-down menu. It should be 
set to Custom by default. Select the 
Planning view from the drop-down 
menu. You should see a list of icons 
that have been moved from the 
Available box to the Displayed box. 
Money suggests you use these icons, 
which include 40 IK Manager, Debt 
Planner, and Credit Center, if you 
want a display geared toward financial 
planning. You'll also notice that 
Microsoft includes a preset list of 
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Microsoft Money 2006 offers users an 
interface similar to that of Internet Explorer. 



clicking Move Up or Move Down 
until you get the exact look you want. 
Once you set everything to your liking 
click Ok. These icons should now line 
the top part of your screen and give 
you one-touch access to each feature. 

Playing Favorites 

Microsoft Money 2006 gives you 
one-click access to your accounts, and 
you should take advantage of it. If you 
add information to your account 
manually, you'll notice that the ac- 
count doesn't automatically appear in 
your Favorites menu, but you can 
easily add your accounts to the 
Favorites menu, which will save you 
time in the long run. Start by clicking 
the Banking tab. Next, click Change 
Account Details on the left hand side 
of the screen (it's the third option 




Microsoft Money lets you specify who you're 
giving money to or receiving money from. 



displayed icons for those focusing on 
investing. This icon set includes 
Portfolio Review, Research Wizard, 
and Fund Finder. All are tools to help 
you monitor or research investments 
or future investment possibilities. 

You can add or subtract shortcuts 
in either of these preset views, but if 
you want to create a view pattern 
that's completely your own, choose 
the Custom view. Next, go down to 
the Available box and click the icon 
you want to display and click Add. 
You can switch the order in which 
these shortcuts appear on your Money 
page by highlighting the shortcut and 



down in the Common Tasks section), 
and select Choose Favorite Accounts. 
A new box should appear that lists all 
of your accounts. Simply select the ac- 
counts you want to add to the 
Favorites menu and click Done. The 
accounts should now appear in the 
Favorite Accounts box on your 
Money homepage. Simply click the 
account you wish to view, and you'll 
be taken to your account registry. 

Keep Track Of Your Bills 

Microsoft Money 2006 features 
Bills Summary, a program that makes 
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it easy to see when you have bills 
coming due. Let's take a look at how 
to create a recurring bill reminder. 

Click the Bills tab on the top left of 
your screen. By default, the Bills 
Summary page should automatically 
display. To schedule a new transac- 
tion, click the New button. You will 
be taken to the Create A Recurring 
Bill page. First you'll fill in the Pay 
To field. This features a drop-down 
list that lets you select from past 
payees, or you can enter a new sub- 
ject. Next, you'll select the account 
from which you want to pay the bill, 
and the date the money should be 
withdrawn. The next category is the 
payment method. If you're using a 
checking account, you'll probably 
just want to select Write Check. 
Then choose the most fitting option 
from the various frequency settings 
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You can customize your shortcuts toolbar to save 
time when you need to use certain functions. 

in the Frequency drop-down menu. 
Choose from settings that range 
from paying a bill daily to once every 
other year. The final required field is 
the amount. If the bill you're paying 
is a fixed amount, select that option 
from the menu next to Amount. This 
field also offers estimation options if 
the amount will be a little different 
each month. 

If you wish to include more specific 
information related to bill reminders, 
there are a few fields you should fill 
in. These include a Category field 
under the Amount box, where you 
can select from a list of different types 



of expenses such as Dining Out, 
Education, or Charitable Donations, 
and a memo field where you can write 
a line or two to remind yourself what 
you're paying for. 

Create A Report 

Money 2006 has a unique way of 
displaying information on your 
spending habits. Next to the Bills tab, 
click the tab that says Reports. If you 
click Spending By Category in the 
Reports box, you can view a pie chart 
that shows what percentage of your 
income is going to various Microsoft 
Money categories. This chart com- 
piles the data from what you filled in 
the category field of your checks. 
You can use it as a quick guide to see 
if you've been spending too much on 
entertainment or dining out. Also, 




Once you add an account to your Favorites, 
you can access it with one click from your 
Money home page. 

click Spending By Payee (located di- 
rectly beneath Spending By Cat- 
egory) to see a bar graph that shows 
which payee has been receiving most 
of your cash. You can easily convert 
credit card debt and portfolio diver- 
sification information into a chart or 
graph, as well. 

Background Banking 

Money offers numerous online 
features to help you out including 
market reports and links on tax tips 
and tricks. In addition to these 



features, you can monitor your ac- 
count transactions, stock quotes, and 
take advantage of links on Microsoft 
Money that will take you to financial 
news articles on MSN Money. You 
don't want to miss all of this stuff 
that's going on online which is where 
background banking comes in. This 
is a feature that automatically up- 
dates your accounts and provides 
updated stock market information. 

To set up these auto updates, click 
Tools, then highlight Internet 
Updates and select Customize Up- 
dates. This will take you to the 
Customize Update Schedule page. 
The first variable you can control is 
the number of minutes between 
stock quotes, fund quotes, and ex- 
change rate refreshers. The default is 
30 minutes, but you can update this 
information as often as once every 
minute. You can check your 
synchronization status while 
you're on this screen. By de- 
fault, Microsoft Money should 
update this information when 
you exit MS Money, using the 
account information from 
MSN Money, Microsoft's fi- 
nancial Web site. However, if 
you don't want Money to up- 
date every time you close it, 
simply click the Update box in 
the Automatically Synchronize 
With MSN Money category to 
un-check it. 

As you can see from this 
small sample, Microsoft Money 
2006 is an extremely helpful pro- 
gram for those who want to take 
control of their financial situation, 
and we're just scratching the surface 
of Money's capabilities. We think 
beginners should find this software 
fairly easy to navigate, while features 
like tax commentary, market re- 
ports, and portfolio management 
will help even the savviest of in- 
vestors. This software can aid 
anyone who has an inkling of finan- 
cial interest. H 

by Sam Evans 
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Doing The Cross- 
Platform Samba 

Keeping Tabs On Your Finances 
With Moneydance 



When it comes to 
personal finance 
software, everyone 
knows about Microsoft 
Money and Intuit' s Quicken. 
Moneydance is an alternative 
to those well-known applica- 
tions. Although Money is 
strictly Windows-based, 
Moneydance relies on cross - 
platform standards such as 
Java and XML making it 
compatible with Mac OS X 
and Linux, as well as Win- 
dows. Not only will Money- 
dance run on systems that 
Money doesn't, but also one 
license ($29.99; www. moneydance 
.com) grants you the right to run 
Moneydance on two or more platforms 
at the same time. 

Double-Entry Accounting 

In order to ensure accuracy, 
Moneydance uses double-entry 
accounting standards. That means for 
every transaction in one account, 
there must be an opposite transaction 
recorded in another account. When 
you pay your cable bill, for instance, 
you record a credit in your checking 
account and tell Moneydance to 
record a debit in a Cable expense 
account. Double-entry accounting 
provides increased accuracy. 




Account Set Up 

The first time you start Money- 
dance, you'll see a welcome screen with 
three options: Create New File, Open 
Existing File, and Import File. 
Moneydance can import financial data 
from QIF, OFX/QFX, and OFC files, 
which lets users move their financial 
data from another application to 
Moneydance. Whether you plan to 
import account data or not, we recom- 
mend starting with Create New File. 

Moneydance will prompt you for a 
currency (U.S. Dollars is the default) 
and let you choose between a Standard 
Account Set and a Minimal Account 
Set. The Minimal Set includes just the 
basic accounts, such as Savings and 



Checking, along with the most 
commonly used expense accounts 
(such as Phone, Cable, Groceries, and 
Entertainment). The Standard Set 
includes these accounts and others for 
Automotive, Business, Education, 
Healthcare, Loans, and more. 

If you plan to import large amounts 
of data into Moneydance, it's usually 
preferable to structure Moneydance 
accounts to match the accounts and 
categories in the application you're 
importing data from. This 
helps prevent duplicate 
entries and mismatched ac- 
counts. To this end, it may 
be easiest to select the 
Minimal Set and then add, 
delete, and edit accounts as 
necessary. If you're im- 
porting a small number of 
transactions or starting fresh, 
we recommend selecting the 
Standard Set. Click the OK 
button when finished. 

Edit Accounts. Once you 
have an account structure 
you're happy with, it's a good 
idea to save it by selecting 
Save from the File menu. 
Moneydance automatically 
opens this file the next time 
you run it. 

Your next step is to view and edit 
your account hierarchy. From the My 
Finances screen, click Account/ 
Category List below the calendar on 
the right side of the window. This 
opens a new window with a list of all 
your accounts. Alternatively, you can 
click Account/Category List in the 
Tools menu. Bank accounts such as 
checking and savings are listed at the 
top with other accounts following. 
Expense accounts, which are used to 
track regular expenses, are organized 
into several main accounts such as 
Bills and Healthcare. Most of these 
main accounts have two or more sub- 
accounts. Click the silver circle on the 
far left of each main account to view 
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all subaccounts. Phone, Cable, Elec- 
tric, Garbage, Homeowners Dues, 
Mortgage Interest, Rent, Water/Sewer, 
and Gas, for instance, are listed under 
Bills. You can track spending habits by 
reviewing expense account balances. 

To create a new account, right- click 
the appropriate main account and 
select New from the pop-up menu. 
Select an account type (Bank, Credit 
Card, Investment, Asset, Liability, 
Loan, Expense, or Income) and 
provide the relevant information. 
Different account types let you enter 
different information. For bank 
accounts you can specify a starting 
balance, and you can specify a starting 
balance and an APR for credit card 
accounts. Note that you cannot enter 
an opening balance in expense ac- 
counts. (More on this later.) To delete 
an account, right-click the account 
name and select Delete. To rename an 
account or change account details 
(such as opening balances or APRs), 
right- click an account and select Edit. 
After setting up your accounts, click 
Save in the File menu to save all of 
your changes. 

Import Data. Once you've created 
your accounts and categories, you can 
import any data you may want to 
move into Moneydance, but first you 
need to export the proper data from 
your previous application. The 
process varies depending on which 
application you're using, but in most 
cases you begin the process by se- 
lecting Export in the File menu. If 
possible, export the account as a QIF 
file. In some instances you can also 
download data from your financial 
institution in QIF format. 

After you export or download the 
information, you can import the data 
into Moneydance by selecting Import 
from the File menu and clicking 
Quicken Interchange Format (QIF). If 
you've already created an account in 
Moneydance that you want to import 
the data to, click Existing Account and 
select the account from the drop-down 
list. If you downloaded the data from a 
Web site, select From A Downloaded 



File in the File Source drop-down list, 
otherwise leave From Another 
Program selected. Click the Choose 
File button to the left of the From QIF 
File field. Click OK when finished. 

If you're importing data from 
another application, Moneydance 
will try to automatically determine 
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Moneydance provides a quick overview 
of your financial accounts from the My 
Finances screen. To see a list of your 
accounts and categories, click Accounts 
/Categories List below the calendar or 
in the program's Tools menu. 
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Moneydance's Reminders let you keep 
abreast of payment due dates and any 
other information you want to keep in 
mind. General Reminders, for instance, 
can help you remind you about your 
parents' anniversary. 



accounts for each transaction. If 
you're importing data downloaded 
from a Web site, Moneydance will 
give you the opportunity to edit each 
transaction and select the proper 
expense account. 

Moneydance does its best to guess 
the proper expense accounts for each 
transaction, but it does occasionally 



make mistakes. If the balances in 
Moneydance don't match the 
balances from your previous applica- 
tion, Moneydance probably created 
duplicate transactions. You'll need to 
delete one of the entries from the 
proper account register. 

Carry Over Expense Balances 

If you don't want to import data 
but want to continue to track your 
spending habits, you'll need to create a 
special expense account called 
Opening Balances. After you create 
this account, you can add an opening 
balance transaction to relevant 
expense accounts. (See the next 
section for more information about 
entering transactions.) Make sure you 
select the Opening Balances account 
in the Account field. Moneydance has 
a budget feature that we'll discuss 
later. If dates for these opening 
balances fall within the dates you're 
analyzing in the Budget Manager, they 
may distort your calculations. 
Moneydance, for instance, has no way 
to know that the $5,000 you entered 
in the Automotive: Fuel category is for 
the last 10 months and not your 
weekly gas expense. 

Track Your Transactions 

Each account has a register that 
tracks transactions related to that 
account. To open an account reg- 
ister, click the account name in the 
Account/Category List window. This 
opens the account register in a new 
window and moves the Account/ 
Category List to the background. 
You can select another bank account 
by clicking the account name in the 
upper-left corner of the window and 
selecting the proper account. To 
return to the main window of the 
program, click the Home icon in the 
upper-right corner. 

To enter a new transaction, open 
the proper register and click the New 
Transaction button or press CTRL-N. 
Enter the necessary information in 
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the transaction panel at the bottom 
of the program's window and click 
Record when finished. If you've 
entered a payee in the past, Money- 
dance automatically fills in the 
amount from the last transaction 
along with account information. 

To edit an account, click the line in 
the register containing the transac- 
tion. You can change the information 
in the form at the bottom of the 
window or click the Delete button to 
completely remove the transaction. 

Because Moneydance uses double- 
entry accounting, you don't need to 
do anything special to transfer 
money between bank accounts. If 
you move $20 from checking to sav- 
ings, for instance, simply create a 
transaction for $20 in your checking 
account and select your savings ac- 
count. Moneydance automatically 
enters the same amount as a deposit 
in your savings account. 

Split. Like most finance applica- 
tions, Moneydance lets you split a 
single transaction across multiple 
accounts. For tax purposes you may 
wish to record your gross salary in 
one transaction and your paycheck 
withholdings in another. You need to 
file different withholdings, however, 
in different accounts (such as Federal 
Income Tax, State Income Tax, and 
Social Security Tax). To split a with- 
holding transaction, enter With- 
holding for the Payee and click the 
Split button. Enter a name for each 
deduction in the description field, 
select the appropriate account, and 



provide the relevant amount. Click 
the New Split button to enter the next 
withholding. When finished, click 
Done. Moneydance will ask whether 
the entries are payments or deposits. 
(In this case, they're payments.) The 
total amount of withholdings is listed 
in the Payment field. Click Record to 
enter the transaction. 

Schedules. Moneydance lets you 
set various reminders to help keep 
your payments on time. Click 
Reminders from the Tools menu to 
open the Calendar window. From 
here you can create two types of 
reminders: General Reminders 
and Transaction Reminders. Use 
Transaction Reminders to schedule 
upcoming Transactions and General 
Reminders for any miscellaneous re- 
minders. Both reminders include a 
flexible scheduling system for setting 
reminders. Daily, Weekly, Monthly, 
and Annually tabs are available for 
scheduling a reminder. You can set 
parameters in one or more tabs. If 
you're working with a Transaction 
Reminder, you'll need to complete 
the transaction panel at the bottom 
of the window. For General 
Reminders, simply write in the 
Memo field. 

Configured reminders appear in 
the text field on the upper- right side 
of the window and in the large 
calendar. To edit a reminder, select 
it from the list and click the Edit 
Reminder button. You can also 
delete a reminder or print your 
calendar from the Calendar window. 



Moneydance 2006 



Even as we were writing the article on Moneydance 2005, developers were 
putting the final touches on Moneydance 2006. As of press time, the new ver- 
sion was to be available in December 2005. According to Moneydance developers, 
Moneydance 2006 will feature a much more polished interface that, among other 
things, will include an inline transaction editor (instead of editing transactions in a 
separate panel as in the 2005 version; the new version will also let users tag transac- 
tions with classes, similar to Quicken) and feature new transaction types in invest- 
ment accounts. Users will also have the ability to edit multiple transactions at once. 
If you recently bought Moneydance 2005, checkout the Web site for details on a 
free upgrade to Moneydance 2006. 1 



Budget 

Everyone needs to put together a 
budget one can stick to, and Money- 
dance has the tools to help you do just 
that. To work out a budget, click 
Budget from the Tools menu. Start by 
clicking the Amount column for a 
category. Enter the amount you want 
to budget, click the Interval column, 
and select Weekly, Monthly, 
Quarterly, or Yearly. Finally, in the 
Expense Type field, specify whether 
the category is Misc., Discretionary, 
or Required. Moneydance will break 
down your budget at the bottom of 
the Budget Manager window. 

Provided Moneydance has enough 
data, you can use the Calculate button 
near the top of the Budget Manager to 
analyze your spending habits. After 
clicking the button, Moneydance will 
ask you for a time frame. Select a 
period of time from the drop-down 
list or select Custom Dates and 
specify a date range. You can compare 
a projected budget with your actual 
spending habits by creating a budget 
in Budget Manager, selecting Budget 
2 from the pull-down menu, and 
clicking the Calculate button. Now 
you can switch back and forth be- 
tween Budget 1 and Budget 2 to com- 
pare your projected budget with your 
actual spending habits. 

Unfortunately, we only have space to 
cover the basics, but Moneydance has 
numerous other features worth closer 
examination. In addition to the Budget 
Manager, the software has a number of 
helpful reports and graphs that make it 
easy to see where you're spending your 
money, and the software also includes 
several online features, including 
online banking and online bill pay. 
Moneydance includes an online wiki (a 
Web-based documentation project cre- 
ated by a community of users) at 
moneydance.com/mdwiki. You can 
also find more information in the 
software's Help file. H 

by Chad Denton 
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Thick Your 
Finances In Linux 

GnuCash Provides Open-Source 
Alternative For Linux 




Linux isn't on nearly as many 
desktops as Windows, but 
considering home users can 
download and install the OS 
(operating system) free of charge, 
we'd be amiss if we didn't assume that 
at least a handful of users out there 
are running it. If you are running 
Linux, you already know that main- 
stay personal finance applications 
such as Intuit Quicken and Microsoft 
Money don't run on that OS. The 
good news is that Linux has its own 
stable, mature, and powerful financial 
application called GnuCash. 

Install 

Installing Linux applications isn't 
always easy, but GnuCash has been 



around long enough that it's 
readily available for most 
distributions. We should 
note that like most Linux 
applications, GnuCash has 
a number of dependen- 
cies, or additional soft- 
ware required to run an 
application. For a list of 
GnuCash dependencies, 
visit www.gnucash.org 
/en/required.phtml. Most of 
the required dependencies 
are fairly common, so you 
shouldn't have a lot of 
problems installing Gnu- 
Cash if it wasn't already 
installed by default. 

The exact installation procedure 
depends greatly on the distribution 
you're using. Most distributions offer a 
package management system of some 
sort you can use to install new soft- 
ware. If the package manager deter- 
mines that your system meets all the 
dependencies required by your version 
of GnuCash it installs the software. 
Some distributions include meta- 
package managers that can download 
and install unmet dependencies 
automatically. (Mandriva's URPMI 
and Debian's Apt are two examples.) 

Double-Entry Accounting 

While GnuCash is roughly similar 
to Windows-based equivalents, the 



interface and terminology are different. 
The biggest change is that GnuCash 
uses double-entry accounting to ensure 
accuracy. That means for every transac- 
tion, there must be an opposite transac- 
tion recorded in another category. 
When you pay your phone bill, for in- 
stance, you should record a withdrawal 
from your checking account and a de- 
posit in your Expenses: Phone account. 
If it helps, you can think of ac- 
counts as categories from Microsoft 
Money or Quicken. Your Expenses: 
Phone account tracks the total 
amount of money you've spent on 
your phone bill throughout the year. 

Import Files 

If you're already using personal fi- 
nance software and want to move to 
GnuCash, check to see if that applica- 
tion can export accounts as QIF files. If 
so, export the accounts you want to 
move to GnuCash and save the files in 
a location where you can access them 
from Linux. After saving the QIF files, 
open GnuCash by selecting GnuCash 
from the program launcher or pressing 
ALT-F2 and typing gnucash. Select 
Import My QIF Files from the 
Welcome To GnuCash menu to start 
the Import QIF Files druid. (Some 
Linux applications use the term druid 
instead of wizard.) Many financial in- 
stitutions let you download financial 
data as a QIF file. If you're importing 
QIF files from a financial institution, 
we recommend creating a new set of 
accounts first (see the next section for 
more information) and then im- 
porting your QIF file by selecting 
Import from the File menu and se- 
lecting Import QIF. 

Start by selecting the QIF file you 
want to import. Information within a 
QIF file can vary, so GnuCash may 
prompt you to enter a default QIF 
account name. On the next screen, 
click the Load Another File button to 
import another QIF file or click the 
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Unload Selected File button to re- 
move an imported QIF file. Click the 
Next button when you've imported 
all relevant QIF files. 

You'll need to match accounts, ex- 
pense categories, and payees from the 
QIF files to accounts in GnuCash. 
Start by matching QIF ac- 
counts to GnuCash accounts. 
The QIF account or category 
name appears on the left side 
of the window, and the 
equivalent GnuCash account 
appears on the right side of 
the window. To change the 
GnuCash account, click the 
relevant entry to bring up a 
pop-up box containing all 
existing GnuCash accounts. 
Select the proper account. If 
you need to create a new ac- 
count, select the proper 
parent account and click the 
New Account (Child Of 
Selected) button. Provide a 
name for the new account 
and click OK. Finally, you'll 
have a chance to find and delete pos- 
sible duplicate transactions before 
completing the import druid. 

Fresh Start 

Depending on the number of 
transactions and the source of your 
QIF file, importing existing informa- 
tion into GnuCash can be a time 
consuming experience. In some in- 
stances, it may be faster and easier to 
simply start fresh. In the Welcome To 
GnuCash menu, click Create A New 
Set Of Accounts if you want to start 
from scratch. 

The New Account Hierarchy 
Setup druid walks you through the 
process of creating new accounts. 
After selecting a currency, you can 
choose one or more account types 
depending on your needs. Click an 
account type to view a description of 
the account type and a list of ac- 
counts it will create. We recommend 
everyone select Common Accounts 
to create a nice set of commonly 



used accounts, including accounts 
for tracking Gas, Water, Electric, 
and Cable expenses. To select addi- 
tional accounts, simply click another 
account type. For instance, if you 
have a home mortgage, select the 
Home Mortgage Loan account type 
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The Account Tree window is the primary window in 
GnuCash. You can view account balances and open 
account registers from this window. 



date. You can adjust this date manu- 
ally later if you need to. 

Manage Your Accounts 

After completing either the QIF 
Import or New Account Hierarchy 
Setup druid, you'll see the 
GnuCash Account Tree 
window. To view subac- 
counts, click the plus sign 
next to a parent account. (Do 
not double- click the account 
as this opens the account's 
register by default.) To find 
your checking account, click 
the plus sign next to Assets 
followed by the plus sign next 
to Current Assets. 

You can edit or delete 
accounts by right- clicking an 
account. To create a new 
account, right-click the proper 
parent account, select New 
Account, and enter the rele- 
vant information. 



to add accounts for tracking 
Mortgage Interest and loan pay- 
ments. Click a selected account type 
again to remove it. 

Next, you'll have the opportunity 
to enter starting balances for each 
account. You can enter an opening 
balance for all accounts except equity 
and placeholder accounts. Place- 
holder accounts are accounts used to 
create an account hierarchy. The 
Expenses account, for instance, con- 
tains several subaccounts. While 
you'll work with these subaccounts, 
you probably will never work directly 
with the Expenses account and should 
probably mark it as a placeholder. 
Select an account and click the 
Placeholder checkbox or enter an 
amount in the Opening Balance field. 
Note that you don't have to specify an 
opening balance for every account, 
but it's a good way to carry over totals 
from other personal finance applica- 
tions without having to import QIF 
files. Also note that GnuCash dates 
opening balances with the current 



Register 

To open an account register, 
double-click the account. Each 
register opens in another window, so 
you can easily switch among the 
account tree window and var- 
ious registers. To edit an existing 
transaction, click the field you want 
to change, enter the proper informa- 
tion, and press ENTER. To enter a 
new transaction, click the last line in 
the register and provide the relevant 
information. Remember that Gnu- 
Cash uses double-entry accounting, 
so you must select an account from 
the Transfer column. 

GnuCash lets you schedule 
upcoming transactions. To schedule 
a transaction, open the proper 
register and click the Schedule but- 
ton at the top of the window. 
Provide the relevant information 
and click OK. If you need additional 
options (such as reminders for 
scheduled transactions), click the 
Advanced button. 
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Splitting a transaction is a common 
way to deal with single transactions 
that involve multiple accounts. For 
instance, you probably want to track 
your homeowners and auto insurance 
separately, but if both policies are 
from the same company, you might 
pay both at the same time. By split- 
ting the transaction, you can place a 
portion of the total in your home- 
owners' insurance account and part 
in your auto account. 

For the sake of simplicity, we'll as- 
sume you're paying a total of $400 in 
insurance each month. Begin the trans- 
action as you normally would and enter 
$400 in the Withdrawal field. Click the 
Split button from the toolbar at the top 
of the window, and two additional lines 
appear beneath the initial line. Each of 
the new lines contain an Action field, a 
Memo field, an Account field, and (if 
you're posting this to a checking 
account) Deposit and Withdrawal 
fields. The first line will list your 
checking account in the Account field, 
and $400 should appear in the With- 
drawal column. Provide a Memo and 
Action (such as Withdrawal) if you 
wish. When finished, press TAB until 
the cursor moves to the second line. If 
you pay $300 in homeowners insur- 
ance, enter Homeowners Insurance in 
the Memo field and select Expenses: 
Insurance: Homeowners in the Account 
field. Remember that double-entry ac- 
counting states that if you withdraw 
$300 from your checking account, 
you need to deposit $300 into your 
Expenses insurance: Homeowners 
account, so select the proper account 
and enter $300 in the deposit field. Press 
TAB to move to the next line. The 
remaining balance will automatically 
appear in the Deposit field on this line. 
Enter a Memo (such as Car Insurance) 
and select Expenses:Insurance:Auto in 
the Account field. Press ENTER to 
finish the transaction. 

Tax Options 

As with most financial applica- 
tions, GnuCash can track your tax 



liability. At the end of the year, you 
can export tax information to a TXF 
file that you can then import into 
popular tax software such as TaxCut 
or TurboTax. 

There are a few steps you should 
take to ensure the accuracy of your 
tax information. First, you need to 
make sure you enter the net pay for 
each paycheck along with all of your 
paycheck withholdings. You also 
need to set aside accounts for tax- 
related information only. You may 
need separate accounts for your 
spouse as well. 

Next, you need to tell GnuCash 
where to find your tax information. 
Click Tax Options in the Edit menu. 
Start by clicking the Income radio 
button to in the upper-left corner of 



how much was withheld to cover 
your various federal and state taxes. 
You need to tell GnuCash where you 
record these amounts. Once again, 
select the proper account from the 
list on the left side of the Tax 
Information window, click the Tax 
Related checkbox, and select the 
proper TXF category. For instance, if 
you have a Federal account under 
Taxes in the Expenses parent ac- 
count, select this account, click the 
Tax Related checkbox, and select W2 
Federal Tax Withheld Self. Repeat 
the process, if need be, for your 
spouse and then move on to each 
additional tax-related withholding. 
Add any tax-deductible expenses as 
well and click the OK button when 
you're finished. 
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the window to display income-re- 
lated accounts. Select Salary and click 
the Tax Related checkbox in the 
upper-right corner. In the TXF 
Categories list, select W2 Salary Or 
Wages Self and click the Apply 
button. This tells GnuCash where to 
find at least part of your taxable in- 
come. If you need income informa- 
tion for your spouse, be sure to select 
the proper account for your spouse 
and select W2 Income Or Wages 
Spouse in the TXF Categories field. 
Be sure to click the Apply button 
after each selection to make sure 
GnuCash saves the information. 
Repeat the process for any additional 
sources of taxable income. 

In addition to your taxable in- 
come, GnuCash also needs to know 



Once you have everything set 
properly, you can export the TXF file 
by selecting Tax Report & TXF 
Export in the Reports menu. Click 
the Export button and select TXF and 
then type a file name and select a 
location to save the file. 

GnuCash offers many additional 
options that we don't have the time or 
space to explore here. We didn't, for 
instance, touch on any of the business 
specific options offered by GnuCash. 
For more information about this 
flexible (and did we mention free?) 
application, check out the program's 
online documentation at www.gnu 
cash.org/en/docs.phtml. Qjs] 

by Chad Denton 
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Avanquest 
Checksoft 2006 

Personal Deluxe 

Track Your Finances & Print Checks With Ease 




Avanquest's Checksoft line of 
software has, over the past 
few years, earned rave re- 
views from the press and 
from users across the Internet. People 
who use the product cite its simple yet 
robust interface and its ability to plug 
directly into other vendors' products 
to print checks. Users also like the 
ease with which they get up and run- 
ning when it's time to manage their 
personal finances. But a lot of people 
are only now hearing about the 
product. If you've wondered exactly 
what Avanquest's software can do for 
you, wonder no longer. We're here to 



give you the ins and outs of Check- 
soft 2006 Personal Deluxe (www 
.avanquestusa.com) . 

For years, companies such as 
Intuit, with its Quicken series, and 
Microsoft's Money suite have re- 
quired users to purchase expensive 
check packages if they wish to print 
checks from their account manage- 
ment software. These checks came 
predesigned and lacked any way to 
add a user's own look and feel to the 
checks they were printing. Avanquest 
changed this with Check Designer, a 
fully customizable and affordable 
program for those who were tired of 



spending as much, if not more, to 
print checks as they would with 
their bank. Avanquest's theory is 
that covenience and customization 
shouldn't cost an arm and a leg. 

As time progressed, Avanquest no- 
ticed a striking gap developing in the 
user base of personal finance soft- 
ware. Some folks, it seems, don't want 
or don't need the functionality pre- 
sent in Quicken, QuickBooks, Money, 
and other commonly used personal 
finance products. To make the 
process of personal account manage- 
ment simple and easy, Avanquest cre- 
ated MyCheckbook, a streamlined, 
no -frills product that does a fantastic 
job of keeping track of your checking, 
savings, money market, and credit 
card accounts. 

Sounds OK, but how easy and 
practical is this product really? Well, 
there's no substitute for hands-on 
experience, so to give you a better 
understanding of what each part of 
Checksoft 2006 Personal Deluxe of- 
fers, we'll walk through its features. 

Check Designer Lives Up To Its Name 

Avanquest has worked very dili- 
gently toward making every aspect 
of its software easy to use. This is ev- 
ident from the very first time you 
run Checksoft 2006 Personal Deluxe. 
Once it starts you are greeted with a 
screen that welcomes you and initi- 
ates the process of creating a new ac- 
count from which your checks will 
be drawn. Once you've finished cre- 
ating a new account, the Welcome 
screen will change to provide a 
drop-down list of the account (or 
accounts) you created. 

But we're getting ahead of our- 
selves. First, let's create our new ac- 
count. To do this you will need a 
check or deposit slip from your bank 
for reference. Once you've obtained 
your reference check, click Create 
New Account to get started. You'll 
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move into the first screen of the 
Create Account wizard. From here, 
the first thing you'll want to do is 
name your account. This name can 
be anything you wish — it's for your 
personal reference, used to keep track 
of each account you set up. We rec- 
ommend including at least the name 
of the financial institution that this 
account is associated with, as this is 
the most important identifier for 
your account. 

From here you'll enter your per- 
sonal information, including your 
name and address. You also have the 
option of entering a secondary owner 
if one is named on the account. Next, 
move down and enter the name and 
address of the financial institution 
that this account is associated with. 
Once you've looked over the informa- 
tion and verified that it's correct, 
click Next and proceed to step two of 
the wizard. 

In step two the first field in which 
you'll enter information is the frac- 
tional number on the check or de- 
posit slip. There are several formats 
that this number can appear in, and 
the most common are listed on this 
screen, along with instructions on 
how to input the number correctly 
so that Checksoft can understand it. 
If your fractional format isn't listed 
on the wizard screen, click More 
Exam-pies at the bottom of this sec- 
tion. Next, enter the check number. 
You can enter any number you wish 
in this field, but for simplicity's sake, 
it would probably be a good idea to 
start with the number on your refer- 
ence check, as this number will be 
the default starting number once you 
move on to printing checks. 

After inputting your starting check 
number, the last step is to enter the 
MICR (Magnetic Ink Character 
Recognition) line information. This 
is the long string of numbers and 
symbols on the bottom of your check 
that contains your account number 
and your bank's routing number. 
The wizard provides buttons for in- 
putting every number and symbol 



that might appear at the bottom of 
your checks. Be certain to double- 
check this line before proceeding, as 
it is the most vital part of any printed 
check or deposit slip. Once you're 
certain the information is correct, 
click Finish. 
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Use Checksoft 2006 to create your 
own checks and keep track of your 
basic personal finances. 



Once you've finished the Account 
Creation process, you'll have to create 
a template for the checks or deposit 
slips you'll print before you can actu- 
ally print them. Click Yes when asked 
if you'd like to create a check with the 
Check Design Wizard. Once you do, 
you'll need to choose which type of 
check to print with this design: Blank 
for individual use or Compatible for 
use with existing accounting software. 
For reference, Blank Checks and 
Deposit Slips are printed from Check 
Designer, so they don't have payee or 
amount information filled in. Print 
these to keep on hand when you need 
to write out a check by hand. Com- 
patible Checks and Deposit Slips 
are printed from your accounting 
software (MyCheckbook, Quicken, 
Money, or any other personal account 
management product), so they in- 
clude payee and amount information 
when printed. Use these when you 



want to print checks or deposit slips 
directly from the software when you 
enter transactions. Once you've de- 
cided on a type, choose a format: 
Wallet Checks or Personal Booklet. 
Select one and click Next. 

The last step when designing your 
check is to choose a template. There 
are many designs available from the 
template library in Check Designer, 
ranging from classic designs to pres- 
tige checks. You can even import your 
own images and clip art and add them 
using the Add Logo button in the de- 
signer, which lets you create a design 
as unique and tailored as you like. In 
addition, there are also a myriad of 
design tools available, from shape 
drawing tools to text input utilities. 
Feel free to experiment with these to 
create whatever design you wish. 

Finally, it's time to print your 
checks. Before you do this, check with 
your banks to find out if your custom 
printed checks require special MICR 
toner for the account number and 
routing number at the bottom of the 
check. Most banks don't require this 
special toner, but on the off chance 
that yours might, check with them 
first. Once you've cleared that hurdle, 
you can print your blank checks from 
Check Designer or print Compatible 
checks directly from your account 
management software. This will re- 
quire you to set up your accounting 
software to use the Check Designer 
Printer when you print checks from 
the accounting program. Each pro- 
gram has its own set of instructions 
for doing this; refer to your software's 
documentation for details (or for 
MyCheckbook, read the next section 
of this article). 

MyCheckbook Makes It Easy 

The other cool feature of Check- 
soft 2006 Personal Deluxe, My- 
Checkbook, will also require that you 
set up a new account before you can 
track your transactions. First, choose 
the type of account that you'll 
manage: Checking, Savings, Money 
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As you can see, strips down the process 

of keeping track of personal finances and makes every task, 

from tracking expenses and income to printing checks, 

as easy as possible. 
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Market, or Credit Card. Once you've 
chosen the type of the account, name 
it for future reference. Again, we rec- 
ommend using at least the name of 
the financial institution this account 
is for. You can also opt to input your 
financial institution's name and ac- 
count number. Next, enter the 
ending date and balance from your 
last bank statement. This 
will become the opening 
date and balance of your 
register for the account. 
Once you're sure that all 
of the information is 
good to go, click Finish. 
Voila — your account is 
now set up. 

Once the wizard closes, 
you'll go to the Account 
screen. You'll notice that 
the Accounts tab is se- 
lected on the left. These 
tabs offer other screens 
that let you view other 
types of information: 
Payee, Bill Scheduling, 
and Reports. From the Accounts 
screen, you can look at an overview 
of your account for a quick glance of 
your current balance, your last trans- 
action date, and checks to print. 
However, before you can see any- 
thing relevant there, you'll need to 
enter some transactions. 

From the Register tab, click New 
to enter a new transaction. Choose 
whether you want to enter a Deposit 
or Payment, type or select the Payee 
from the drop-down list, and enter a 
date for the transaction and the 



amount. You can also type a Cat- 
egory for the transaction or choose 
one from a drop-down list, which 
you can use to track your expendi- 
tures and income in the reports that 
MyCheckbook generates. Addition- 
ally, you can enter a Memo and any 
Notes associated with this transac- 
tion. If you enter a transaction 
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As with any 
get started. 



financial software, you'll need to create an account to 
Checksoft's account wizard makes the process easy. 



which requires a check to be printed, 
you can choose to do so by selecting 
Print Check from the Number drop- 
down list. This adds the check to the 
print queue in Check Designer, and 
once you're ready, you can print any 
and all checks from the print queue 
at once. Once you're satisfied with 
the transaction, click Save to enter it 
into the register. 

After you're finished entering all 
of your deposits and payments, 
you'll want to print any checks in 
the queue that are ready to be 



printed. To do this in MyCheck- 
book, select File and then Print 
Checks. This will bring up the 
Queue window where you can select 
any or all of the checks waiting to be 
printed. Once you've marked which 
checks you want to print, click Print 
Selected Checks. You'll be asked to 
confirm the starting number for the 
first check to be printed, 
and all other checks 
printed after it will take 
the next number in se- 
quence. Choose which 
type of check you want 
to print, Wallet or Book- 
let, and click OK. Then 
choose the Check De- 
signer account you set up 
in the previous portion 
of this article (or another 
that you may have cre- 
ated yourself), choose 
the style and design for 
the check, and click OK 
to begin printing. 

As you can see, Check- 
soft strips down the process of 
keeping track of personal finances 
and makes every task, from tracking 
expenses and income to printing 
checks, as easy as possible. If you're 
looking for a simple and direct way 
to manage your personal finances, 
look no further than Avanquest's 
Checksoft 2006 Personal Deluxe. H 

by Joe Peacock 
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VersaCheck 
Silver 

Write Checks With The Greatest Of Ease 




While many of us manage 
our finances electroni- 
cally, most of us still pay 
bills with a pen and 
checkbook. VersaCheck offers an al- 
ternative. Not only does it let you 
manage your finances, but it also lets 
you print your own checks directly 
from the software. You can even de- 
sign your own checks using custom 
logos and backgrounds. 



Pick Your Poison 

There are several versions of Versa- 
Check available offering progressively 
better feature sets. For this tutorial we 
used VersaCheck Silver 2007, which 
you can use either by itself or in con- 
junction with Quicken, QuickBooks, or 
Microsoft Money. VersaCheck Silver 
lets you create and manage an unlim- 
ited number of bank accounts and 



print checks, registries, and deposit 
slips. If you're a user of Quicken, 
QuickBooks, or Microsoft Money, you 
can use VersaCheck Silver to print 
checks directly from these personal fi- 
nance applications. 

Today 

The VersaCheck Today screen is 
the heart of the application and the 
first thing you see when you load 
VersaCheck. If you've already created 
and designated one or more accounts 
as a favorite account, they'll appear in 
the VersaCheck Today screen along 
with any upcoming scheduled trans- 
actions. You can click a favorite ac- 
count to open the register and enter a 
new transaction, or you can schedule 
a new transaction. Of course, the first 
time you run VersaCheck, you'll need 
to create an account or two. 

New Accounts 

The first time you open VersaCheck 
Silver, the Create New Account dialog 
box will appear. Later, to create a new 
account, select New from the File 
menu and click Account. The Create 
New Account wizard walks you 
through the process. To begin, specify 
the type of account (Bank, Cash, Credit 
Card, Money Market, Other Asset, or 
Other Liability), provide an account 
name (you can select one from the 
drop-down list if you wish), and enter 
a description if you want. Finally, you'll 
need to specify whether the account is 
currently open or closed if you're cre- 
ating a bank or money market account. 
You'll also need to select whether to 
use an electronic checkbook that will 
let you print checks from the account. 

After clicking Next, you'll need to 
provide an opening balance or balance 
due and specify the date of the balance 
in the As Of Date field. If the account is 
a credit card account, you'll need to 
specify the credit limit for the account. 
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Likewise, if the account has a min- 
imum balance, you should enter it 
here. Select the country where the ac- 
count is based. Finally, place a check 
next to This Is My Favorite Account if 
you want to access the account from 
the VersaCheck Today screen. Click 
Next and provide any relevant details 
about the account holder (such as your 
name and address). Click Finish to 
create the new account. 

If you've exported data from an- 
other application, you can import 
that data into VersaCheck Silver by 
clicking Import in the File menu 
and clicking QIF File (Quicken 
Interchange Format; a format used 
by Quicken and other financial ap- 
plications to export data to another 
application). Select the QIF file you 
want to import and, if you've al- 
ready created an account, select it 
from the Account To Import To 
drop-down list (if not, leave All 
Accounts selected). Choose whether 
you want to import transactions, ac- 
count lists, or category lists. After 
you click Finish, you'll see a pop-up 
window that will let you choose 
which transactions to import. 

Create A Checkbook 

If you elected to use an electronic 
checkbook, you'll need to create the 
checkbook before you can begin 
printing checks. The Checkbook 
Information wizard appears after you 
create an account, if you decide you 
want to use the electronic checkbook 
with that account. If you want to 
create an electronic checkbook after 
creating an account, click the My 
Account icon on the left side of the 
window and then click the Edit Check- 
book button. To begin, provide the 
wizard with a description of the check- 
book and specify the next check num- 
ber and next deposit slip number. 

Next, you'll need to enter the for- 
matting information for your checks. 
To do this properly, you'll need a blank 
check to refer to. Start by entering a 
sample check number. (The check 



number of your reference check works 
best.) Next, enter the fractional routing 
number for the bank on which the 
check is drawn and select the proper 
country from the Bank Country drop- 
down list. Finally, enter the characters 
in the MICR (Magnetic Ink Character 
Recognition; this is the line at the very 
bottom of the check with the funny 
looking characters) exactly as they ap- 
pear on your check. Click the proper 
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Get yourself a blank check you can use as a 
reference when filling out your check template. 
Make sure you don't make any mistakes when 
entering the MICR line at the bottom of the check. 



T 



button to insert any special symbols. 
Click Next to continue. 

In the next section, you need to pro- 
vide the name and address information 
for both you and your bank exactly as 
it appears on your checks. Fields listed 
in bold and with an asterisk are re- 
quired fields. In the Account Holder 
field, you can list two names if there are 
two account holders. In the Bank 
Name And Address section, you can 
click the Bank Name button to look up 
and automatically fill in the bank ad- 
dress information. If your bank isn't 
listed, click the Online Search button to 
bring up more entries. 

Next, you'll need to select a check 
and deposit slip style. Start by selecting 
Check Style. Click the Preview button 
to see a preview of the check style. To 
select a different check style, click the 
Change Style button. Select Deposit 
Slip Style and repeat the process. Click 
Next when you're happy with your 



selections. In the final section, you can 
add a personal logo or select a back- 
ground image for your checks (using 
image files on your PC). You can also 
select a signature type. Options include 
Blank, Image, Text, and CheckScape. 
Image lets you insert a scanned image 
of your signature while Text inserts a 
standard disclaimer that no signature 
is required. CheckScape inserts a bar- 
code in place of your signature. 

Click Finish if you're happy with 
the design or click the Express 
Design button to open the Check 
Designer. From within the Check 
Designer, you can control the 
placement of items in your checks. 
Instead of entering check infor- 
mation by hand, VersaCheck-EZ- 
Scan lets you scan a check image to 
automatically enter the proper in- 
formation. From Step 2 of the 
Checkbook Information wizard, 
click the Scan Sample Check button. 
If you haven't already scanned 
a check image, select I Want To 
Scan The Sample Check From The 
Following Scanner and select the 
scanner from the drop-down list. 
To skip the hints displayed when 
you click Next, place a check in the Do 
Not Show Hints checkbox. Place a 
check next to Show Scanner Preview if 
you want to modify the image, and 
check Show Scanned Check Image if 
you want to view the image after it's 
scanned. If you've already scanned a 
check image, select I Have Already 
Scanned The Sample Check And 
Saved As Image. Click the Browse 
button and select the image file from 
your system. Click Next to continue. 

The next section displays a number 
of tips for successfully scanning an 
image. After reading the tips, click Next. 
(If you selected Do Not Show Tips pre- 
viously, you'll skip this section.) You'll 
see an image of the scanned check. To 
save a copy, click the Save As button. 
Click Next when finished and verify 
that the bank code line matches the line 
from your preprinted checks. This is 
crucial. The numbers and symbols 
must match exactly. If you note a 
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discrepancy, use the keyboard and 
symbol buttons to make corrections. 
Click Finish to complete the process. 

Schedule Transactions 

It's easy for bills to sneak up on 
you, so if you're using VersaCheck 
Silver alone, it's probably a good 
idea to enter recurring bills and 
deposits, so you stay current on 
pending transactions. Click the 
Bills/Schedule button to open the 
Bills And Upcoming Transactions 
screen and click the New button to 
enter a new pending transaction. 
Start by selecting the transaction 
type from the Type drop -down list 
and select the proper account from 
the Account drop-down list. Select the 
Payee or Payer and category from the 
relevant fields. Provide a Memo and 
Reference if you wish along with the 
Amount and check number. (Alterna- 
tively, you can select deposit, ATM, 
EFT, or Transfer from this field, as 
well.) If you're entering a check that 
you want to print, select Print in the 
Number field. VersaCheck will use the 
next available check number and add 
the check to its list of checks to print. 

At the bottom of the Bill/Sched- 
uled Transaction dialog box, specify 
whether the transaction is a one-time 
transaction or a recurring payment. (If 
recurring, click the Change button to 
set how often the payment recurs.) In 
the Action portion of the window, se- 
lect whether VersaCheck should re- 
mind you to enter the transaction or 
enter the transaction for you. 

Transactions 

To view transactions for an ac- 
count, click the My Account icon on 
the left side of the main window. 
Double-click the account you're in- 
terested in to bring up a transaction 
register for that account. 

You can enter transactions just as 
you would in any personal finance 
application. Start by clicking the New 
button and then provide the relevant 
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Like other personal finance applications, 
VersaCheck Silver 2007 lets you manage 
your financial accounts. If you're entering a 
transaction that includes a check you want 
to print, select Print in the Number field. 



information. The one thing to keep in 
mind when entering a transaction in 
VersaCheck is to select Print in the 
Number field if you plan to print the 
check in question. 

Write & Print Checks 

VersaCheck lets you write checks 
from any account for which you've 
created an electronic checkbook. You 
can write a check by entering a trans- 
action in an account register and se- 
lecting Print in the Number field or by 
opening the Write Checks screen. If 
you're using the Write Checks screen, 
Print will appear in the Number field 
by default. The actual number is as- 
signed by VersaCheck. Next, provide 
the date and either select a Payee from 
the drop-down list or type a new 
Payee name. Enter the total amount of 
the check and include a Memo and/or 
Reference in the bottom-left corner. If 
you wish, specify a category below the 
check using the Category drop -down 
list. If you wish to itemize multiple 
payments included in a single check, 
click the Split button. Click Record 
when finished or click the New Check 
above the sample check to write an- 
other check. 

To print checks, select Print from 
the File menu and click Print Checks, 
Drafts, Deposit Slips in the File menu. 



Check payments in the Bills/Sched- 
uled Transaction window or check 
payments entered into the registry 
will appear in the Print Checks di- 
alog box. Clear the checkbox next to 
any check you don't want to print 
and click the Print button. After the 
checks are printed, you can verify 
that each check printed correctly. If 
you find a misprinted check, clear 
the checkbox next to that check and 
click Done. You can either reprint a 
misprinted check immediately or try 
to print it again later. 

VersaCheck from other soft- 
ware. You can use VersaCheck's 
Single Pass Printing feature to print 
checks entered into Quicken, Quick- 
Books, or Microsoft Money. The 
process differs depending on which ap- 
plication you're using. 

Some financial applications let you 
print checks in a variety of orientations, 
but VersaCheck uses portrait mode. In 
Quicken and QuickBooks, make sure 
to select Portrait mode for check 
printing. In Quicken click the Partial 
Page tab in the Print Checks dialog box 
and select Portrait. In QuickBooks 
click Printer Setup in the File menu 
and select For Printing Checks. Select 
Portrait. In the Microsoft Money Print 
Checks dialog box, choose to print 
three checks regardless of how many 
checks you're printing. Click Next 
when you're ready to print the checks. 
If any checks do not print correctly, 
you'll need to clear the checkbox next 
to the corresponding check. Click 
Finish when you're done. 

Toss The Checkbook 

VersaCheck Silver 2007 includes 
several preformatted check forms. 
These forms are easy to use, so you'll 
eventually want to order more sup- 
plies. The ability to print checks di- 
rectly from your personal finance 
application is invaluable. Throw away 
the checkbook; it's time to go com- 
pletely electronic. H 

by Chad Denton 
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Ultimate 
Financial 
Calculator 

One Mighty Excel Workbook 




Early in life, keeping a balanced 
checkbook seemed like the 
most pressing, vital personal 
finance task on your plate. 
But add a Roth IRA here and a 30- 
year mortgage there, and your finan- 
cial future quickly takes shape. 
Suddenly, that Greek minor you 
earned in college doesn't seem quite 
so useful as the slew of business 
courses your roommate took. You 
find things such as rates of return and 
liquidity ratios to be, well, Greek. 

Maybe you were the roommate who 
completed the slew of business courses. 
You have a satisfactory grasp of money 



matters and understand the implica- 
tions of consolidating loans or refi- 
nancing your mortgage. But wouldn't 
it be nice if you had software that could 
quickly perform a lot of the number 
crunching you normally leave to your 
accountant or financial planner? 

Whether you simply want to deter- 
mine a monthly lease payment for that 
2006 Toyota Camry you've been eyeing 
or need to quickly determine debt and 
profitability ratios, think of KMT 
Software's Ultimate Financial Calcu- 
lator as crib notes for any financial fig- 
uring you need to do. The software 
features more than 40 worksheets to 



solve daily dilemmas and some of your 
most intricate financial quandaries. 

A Well-Calculated Workbook 

Unlike several personal finance ap- 
plications, Ultimate Financial Calcu- 
lator isn't a standalone application. 
In addition to Windows 95/98/Me/ 
NT 4.0/2000/XP, Ultimate Financial 
Calculator requires Microsoft Excel 
97/2000/XP/2003. 

If your PC has Internet access, 
downloading Ultimate Financial Cal- 
culator is probably the easiest way to 
obtain the software. Open a Web 
browser and go to www.templatezone 
.com. (TemplateZone is KMT Soft- 
ware's primary storefront.) Point to 
Business Solutions and click Ultimate 
Calculators. On the Calculators For 
Microsoft Excel, click the Ultimate 
Financial Calculator link. Click Add To 
Cart And Place Secure Order. Provide 
the required information on the Pay- 
ment & Shipping page, and click 
Submit. After you click Submit, you 
will receive a confirmation detailing 
your order, a download link, and an 
order confirmation email. 

You can also order via phone, fax, 
or physical mail. Call (800) 568-2252 
or (617) 441-3191 to place a phone 
order. To order by fax or mail, click 
the Order Form link instead of Add 
To Cart. Print the PDF and mail or 
fax the completed copy. You'll need 
Adobe Acrobat Reader (a free down- 
load is available at www.adobe.com) 
to open and print the order form. 

If you don't want to order Ultimate 
Financial Calculator from Template- 
Zone, a number of third-party retailers 
such as CompUSA (www.compusa 
.com) and My Software Download 
(www.mysoftwaredownload.com) also 
sell the software. We also found the 
price on these third-party vendors' sites 
was less than TemplateZone's. 

After you download Ultimate Fi- 
nancial Calculator, run the installer 
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application and follow the setup's steps. 
The installer should place a shortcut for 
Ultimate Financial Calculator on your 
Desktop. Because it's technically an 
Excel workbook, Ultimate Financial 
Calculator's Desktop icon appears as an 
Excel file. Double-click the Desktop 
shortcut to open the file. 

Because Ultimate Financial Calcu- 
lator contains macros (a series of key- 
board and mouse actions condensed 
into a simple, automated, one-step 
process), Excel may display a Security 
Warning dialog box warning you about 
Ultimate Financial Calculator's macros. 
Click the Always Trust Macros From 
This Publisher checkbox and the Enable 
Macros button. This will open the soft- 
ware's main menu, and you can navi- 
gate to the appropriate calculator by 
clicking the hyperlinks on the Main 
Menu or the tabs at the bottom of the 
Excel program window. 

Can You Spot Me 100 Grand? 

To illustrate a couple of Ultimate 
Financial Calculator's Loans And 
Leasing worksheets, consider the 
American Dream — a house with a 
two-car garage, two cars, and an apple 
pie cooling on the window sill. To de- 
termine how much you'll be able to 
borrow for your dream home, click 
Home Mortgage Affordability under 
Loans And Leasing. Because of a small 
kink in the program, the hyperlink 
should take you to the Home Equity 
Loan Affordability worksheet; click the 
Previous button to return to the Home 
Mortgage Affordability worksheet. 

The Home Mortgage Affordability 
worksheet determines the most ex- 
pensive home you can afford ac- 
cording to two rules of thumb: the 
35% rule and the 2.5x gross income 
rule. The 35% rule assumes you can't 
afford monthly housing payments 
(including the mortgage, insurance, 
and taxes) in excess of 35% of your 
monthly net take-home pay. The 
2.5x gross income rule determines 
you can afford a house worth 2.5 
times your gross annual income. 
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To use this worksheet, you'll need 
the following information (or an ap- 
proximation): net monthly income, 
gross annual income, monthly prop- 
erty taxes and home insurance, 
down payment, and the length and 
interest rate of the mortgage. Ulti- 
mate Financial Calculator includes 
values by default. You can change 
the values by positioning your 
mouse cursor over each number and 
clicking it. Although Ultimate 
Financial Calculator is an Excel 
workbook, its worksheets don't have 
the individual cells of traditional 
Excel worksheets. Type in the new 
value and press Enter. Repeat this 
for each value. 

As you complete the worksheet, 
you'll notice that the values below 
change to reflect the cost of the home 
you'll be able to afford. The Affordable 
Home Cost (35%) value reflects every 
variable except gross annual income, 
and the Affordable Home Cost (2.5x 



income) value is based solely on gross 
annual income. We recommend using 
the Affordable Home Cost (35%) 
value because it considers more vari- 
ables, but ideally the two values should 
only vary according to the down pay- 
ment you can afford. 

You can use the Affordable Auto 
worksheet to determine the sets of 
wheels you'll be able to park in that 
two-car garage. If you are using an- 
other worksheet, click the Main Menu 
button in the upper left hand corner. 
On the Main Menu, click the Afford- 
able Auto hyperlink. 

The Affordable Auto worksheet has 
four variables: the monthly payment 
you're able to afford, loan term in years, 
APR, and down payment. When you 
enter an amount for the monthly pay- 
ment you can afford, Ultimate Finan- 
cial calculator recommends choosing 
an amount that doesn't exceed 15 to 
20% of your net monthly salary. By 
staying within a particular monthly 
payment, you can seek a loan term and 
APR that lets you afford the car you 
want. For example, a $300 monthly 
payment, five-year loan, 7% APR, and 
$3,000 down payment puts you in the 
seat of an $18,151 car. However, chang- 
ing the loan term to seven years and the 
APR to 6% jumps the price of the car 
you can afford to $23,536. Entering the 
four variables' values is the same as 
other worksheets. If you still want the 
American Dream, don't forget to factor 
in the cost of another vehicle, not to 
mention that apple pie. 

Ultimate Financial Calculator in- 
cludes worksheets for several other 
types of loans, such as home equity 
loans, debt consolidation, and refi- 
nancing. You can use the Personal 
Debt Safety Ratio worksheet to deter- 
mine if you have a safe amount of debt. 

Your Financial Future: 
Shades Required? 

A penny saved may be a penny 
earned, but Ultimate Financial Cal- 
culator has a number of worksheets 
that will show you what that penny, 
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with interest, will be worth after sev- 
eral years. You can also calculate the 
rate of return you'll need to reach a 
certain financial goal — a useful tool 
for someone trying to decide between 
particular investments. 

The Rate To Meet A Goal worksheet 
shows you the annual rate of return 
you need to reach a goal. For example, 
if you're fresh out of college at the 
tender age of 22 and hoping to be a 
millionaire by age 65, input 1,000,000 
in the Financial Goal cell and 43 in the 
Number Of Years Until Goal Achieve- 
ment cell. If you make an annual de- 
posit of $5,000 at the end of the period, 
Ultimate Financial Calculator shows 
you need to sustain a 6.23% rate of re- 
turn. Although the Rate To Meet A 
Goal is more useful for long-term 
saving and investing, it is also useful for 
calculating short-term goals. 

But how much will that $1,000,000 
really be worth when you're ready to 
enjoy it? You can use the Real Rate Of 
Return worksheet to find the answer. 
If you input the rate of return, infla- 
tion rate, and marginal tax rate (the 
tax rate you pay on the rate of return), 
Ultimate Financial Calculator gives 
you the real rate of return, which is es- 
sentially how well the money you're 
saving is keeping up with inflation. 

If you've ever wondered if making 
a particular investment that com- 
pounds on a daily basis is better than 
one that compounds quarterly, use 
the Effective Annual Yield On In- 
vestment worksheet. Click the hyper- 
link and enter the contract interest 
rate in its cell and click the com- 
pounding frequency (annually, semi- 
annually, quarterly, monthly, or 
daily) from the list. This way, you can 
compare the rates of return for sim- 
ilar investments that compound at 
different rates. For example a 6% 
contract rate compounded quarterly 
would have the same annual yield as 
6.04% contract rate compounded 
daily. The difference may be negli- 
gible, but this worksheet is an easy 
way to identify who's really offering 
you the best yield. 



Ultimate Financial Calculator also 
has a number of worksheets that com- 
pute the time value of money, such as 
the present value of a single amount or 
the future value of an annuity. 

Ratios Galore 

Although you may find Ultimate 
Financial Calculator's worksheets re- 
garding loans and rates of return the 
most useful, the workbook has a 
number of worksheets business 
owners can take advantage of. Ulti- 
mate Financial Calculator's Financial 
Statements category contains calcula- 
tors that help gauge the health of 
a business. 

The Liquidity Analysis worksheet 
determines how easily a business is able 
to pay its bills. The worksheet relies on 
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Personal Debt Safety Ratio 

Monthly Take-home Pay $3,000 

Enter total monthly payments for: 

Credit Card Payments $100 

$100 

$200 

Automobile Lease Payments $200 

Home Equity Loan Payments $250 

Other Consumer Loan Payments $30 



The personal debt ratio is: 



| 29.33%] 
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exceed 20% of your monthly take-home pay, 



Keep your creditors happy and yourself 
out of hot water by using the Personal 
Debt Safety Ratio worksheet. 



up to three of the following variables: 
current assets, current liabilities, and 
inventory. You can use your current 
assets and liabilities to calculate your 
net working capital and current ratio (a 
comparison of current assets to current 
liabilities used to gauge short-term sol- 
vency). If you add the inventory value, 
Ultimate Financial Calculator also gives 
you your quick ratio (another test that 
determines a business's ability to pay its 
current debts). 

Ultimate Financial Calculator's 
Activity Ratios worksheet evaluates 
how quickly a business can convert 
an account into sales or cash. You 



can measure the average collection 
period and inventory, fixed asset 
turnover (the ability to produce rev- 
enue from investments in fixed as- 
sets), and total asset turnover. 

If a company wants to stay afloat, it 
needs to effectively manage its debts, 
and the Debt Ratios worksheet calcu- 
lates four ratios that measure a com- 
pany's degree of indebtedness and 
its ability to pay debts. The Fixed- 
payment Coverage Ratio requires a 
number of variables (such as earnings 
before interest and taxes, interest ex- 
penses, and tax rate), but you can 
measure your debt ratio using only 
your total assets and liabilities. 

Finally, the Profitability Ratios work- 
sheet uses ratios to assess a business' 
earnings in regard to a particular level 
of sales, assets, share value, or owners' 
investment. This worksheet is especially 
useful to business owners who have 
shareholders or investors researching a 
company's earnings and profits. 

Something For Everyone 

KMT's Ultimate Financial Calculator 
is a versatile Excel workbook because 
many people with different financial 
needs and goals will likely find more 
than a few worksheets helpful them. It 
has 10 other worksheets that deal with 
Investment Valuation and Capital 
Budgeting, for example. 

When using Ultimate Financial 
Calculator, remember that it is an 
Excel file, so be careful closing the file 
when you finish using it. If you want 
to save any of the calculations from 
the worksheets, saving your work as a 
separate Excel workbook will elimi- 
nate the chance that overwriting the 
original file may create glitches. 

Similarly, the Ultimate Financial 
Calculator workbook is locked by de- 
fault. We recommend keeping it locked 
to prevent any inadvertent changes to 
KMT's formulas. By preserving the 
original workbook, you'll be able to 
manage your finances worry- free. Qjs] 

BY VlNCE COGLEY 
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Pocket Quicken 

Keep Your Financial Records 
Close To The Vest 




For many people who opt to 
keep track of their money 
matters with financial soft- 
ware, a desktop program is all 
they need. Others, however, need 
something more mobile, and even 
their usual desktop program installed 
on a notebook computer isn't prac- 
tical. They need something that will 
stay out of the way until the moment 
they want to use it. 

That's where Pocket Quicken comes 
in ($39.95; www.pocketquicken.com). 
If you have a Palm or Pocket PC PDA 
(personal digital assistant), Pocket 
Quicken will let you carry your finan- 
cial records anywhere you go, so you 



can refer to them any time and update 
them on the spot. 

When you're installing Pocket 
Quicken, you have the option of set- 
ting it up as a standalone program, 
but it's really not a substitute for 
Intuit's full version of Quicken for 
desktop and notebooks computers. 
(From now on, to keep things distinct, 
we'll refer to the latter as desktop 
Quicken.) Instead, its real strength is 
as a supplemental program for users 
who are on the road, or otherwise 
away from home or the office a lot, 
and who intend to send their updated 
data into desktop Quicken when 
they're back at their main machine. 



Installation & Setup 

Although it's a comparatively tiny 
program, as are most applications for 
PDAs, the retail version of Pocket 
Quicken comes on a cross-platform 
CD compatible with both PCs and 
Macs. The installer should launch 
once you insert the disc into your 
drive (Mac users may have to double- 
click the installer icon) and will walk 
you through the process. 

The main thing when you're in- 
stalling the software, of course, is to 
have your PDA in its cradle, attached 
to your computer, so you can com- 
plete the installation by performing a 
HotSync operation. 

(If you're undecided whether or 
not you'll get your money's worth out 
of Pocket Quicken, you can give it a 
test run before buying. Downloadable 
demo versions are available from the 
Get More Info pages for Palm OS and 
Pocket PC, which you can access from 
the Pocket Quicken site's home page. 
Or, if you've bought desktop Quick- 
en, you may find a demo on the in- 
staller CD.) 

The first time you launch Pocket 
Quicken on your PDA, you'll go 
through a few initial setup steps: 

• Enter the activation code found on 
the inside of the CD case. Or if you 
haven't bought it yet, tap the Try 
Demo option. 

• Select Yes or No, depending on 
whether or not you want to syn- 
chronize with desktop Quicken on 
another computer. 

• Input your password if you use one 
with desktop Quicken. Or if you've 
opted not to synchronize, select 
preconfigured categories for Home 
and/or Business, set up bank and 
credit card accounts, etc., and 
choose whatever foreign currencies 
you may be dealing with. 

• If you've opted to synchronize with 
desktop Quicken, replace your 
PDA in its cradle and press the 
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HotSync button. Pocket Quicken 
will grab your account data from 
the computer, so be sure you've 
first updated your data. 

Account Management 

When you launch Pocket Quicken, 
it will open displaying your Accounts 
List — savings; checking; credit cards; 
investments; retirement accounts; as- 
sets such as your home, loan balances, 
etc.; and even cash — with the Balance 
Total showing your net worth. 

At the bottom of the screen are the 
three main buttons you'll use to get 
around: Accounts, Register, and 
Budgets. Select an account, and you'll 
see a concise Overview; tap the Done 
button, and you'll return to the 
Accounts List. Now that the account 
is highlighted, tap the Register button, 
and you'll see a roster of the account's 
transactions — each instance of funds 
coming in or going out. 

Because you may have numerous 
accounts and screen space is limited on 
a handheld device, you might want to 
sort your Accounts List into sub- 
groups. In the upper-right corner, tap 
the arrow and, from the drop-down 
menu, choose the type of account you 
want to display separately. You may 
also want to assemble a core subset of 
different types of primary accounts by 
designating them as Preferred. Select 
an account and, on 
its Overview screen, 
tap Edit. Tap the Pre- 
ferred checkbox and 
then OK. Back in the 
Accounts List, the ac- 
count now shows up 
in boldface. 

You can add new 
accounts by tapping 
Edit in the Accounts 
List, but you should 
do this only if you're 
using Pocket Quick- 
en as a standalone 
program. Otherwise, 
you can create new 
accounts in desktop 
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An account's Register lists 
the transactions you've 
conducted, whether you've 
added them directly into 
Pocket Quicken or imported 
them by synchronizing with the 
desktop version of Quicken. 



Quicken and export them to Pocket 
Quicken via HotSync. If you manu- 
ally add the account in both pro- 
grams, one little deviation in name, 
etc., could prevent them from syn- 
chronizing properly, and the one 
account will instead 
show up as two. 

Sync options. By 
default, accounts in 
Pocket Quicken are 
set up for two-way 
exchanges of infor- 
mation with desk- 
top Quicken. That is, 
they'll send transac- 
tion data as well as re- 
ceive it. For example, 
if you were to down- 
load checking account 
transactions into desk- 
top Quicken in the 
morning, then log new 
checks into Pocket 
Quicken immediate- 
ly after writing them 
while shopping in the 
afternoon, and finally 
perform a HotSync that evening, each 
version of the program would update 
the other. 

However, if you prefer to restrict 
an account's data flow during sync, 
select it in the Account List to open its 
Overview, tap Edit, select the Sync 
menu at the top, and then use the 
Transactions drop- 
down menu to select 
No Transfer or Send 
Only. Then tap OK. 



Conduct Your 
Transactions 

As mentioned, a 
transaction is any in- 
stance of money leaving 
or being deposited into 
an account. To add a 
transaction, select the 
account and tap the 
Register button. Tap 
New. Now you'll see 
three options: Payment, 
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Pocket Quicken's Accounts 
List displays the status of your 
assets, liabilities, and various 
financial accounts, with the 
Balance Total providing an 
instant tally of your net worth. 
The accounts in boldface 
have been designated as 
Preferred Accounts. 



Deposit, and Transfer, with the latter 
meaning a shift of funds from one 
account to another. Select the option 
that applies, and you'll arrive in the 
Edit window. 

Here you'll fill in the pertinent de- 
tails. Although you can 
always use your PDA's 
virtual keyboard or 
handwriting recogni- 
tion to input informa- 
tion, most of the data 
fields let you speed the 
process along with 
drop-down menus. 
For instance, in the Ref 
(Reference) field, if 
you're not going to 
be writing a check 
number, you can select 
various transaction 
types such as ATM, 
Deposit, EFT (Elec- 
tronic Funds Trans- 
fer), and so on. For 
Pay (Payee), you can 
browse through a list 
of prior transactions in 
multiple accounts and use one that has 
the same basic details, such as a rent 
check for the same amount paid to the 
same person. 

Categories. The Cat field is indis- 
pensable if you need to identify the 
types of income or expenditures 
you're adding. The list of entries in- 
cludes automobile fuel, dining, office 
expenses, and dozens more. Class is a 
further way of designating entries and 
is tied into desktop Quicken; it's 
useful if you want to do such things as 
keep your personal expenses in a par- 
ticular category separate from your 
spouse's — for instance, his and hers 
clothing bills. 

The Split button along the bottom 
of the screen also pertains to cate- 
gories. This lets you divide a single 
payment (outgoing or incoming 
alike) among multiple categories. 
Let's say you make a purchase at a de- 
partment store that includes several 
types of items. By splitting the trans- 
action, you can record the exact 
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amount spent for such tax- deductible 
goods as professional books and com- 
puter hardware, while the nonde- 
ductible remainder goes toward 
games and other personal items. 

If during all this tallying, you need 
to do some quick number- crunching, 
tap one of the Amount data fields and 
then tap your PDA's calculator 
button, which will bring up Pocket 
Quicken's internal calculator. 

Transfers. When you're sliding 
money between accounts, you'll obvi- 
ously want the sums to balance out. 
Pocket Quicken can do that for you 
automatically . . . and in one step, 
rather than two. 

After you've opened the register for 
the outgoing account and selected 
Transfer as your transaction type, 
enter the amount and other details if 
needed. Then open the Category 
menu. Now you'll see all your ac- 
counts listed in brackets. (You can 
also isolate them by tapping the 
Transfer menu at the top.) Select the 
account that you want to move the 
money into and then tap Done. In ad- 
dition to deducting the amount from 
the outgoing account, Pocket Quicken 
will make a corresponding deposit 
entry in the other. 

There's one significant limitation 
here, however: If you have invest- 
ment accounts such as IRAs and ac- 
counts with brokerage firms, you'll 
likely want to move funds between 
them and your bank. Unfortunately, 
you don't have access to investment 
accounts for transfers and other 
transactions in Pocket Quicken, or 
to even view individual stock or 
fund holdings. While the Account 
List shows the amount you have in 
an investment account, it's an infor- 
mational display only, limited to its 
total market value and updatable 
only by HotSync. 

Travels & Tax Travails 

So how can Pocket Quicken help 
you when it comes to taxes? After all, 
it won't fill out your tax return for 



you, and it doesn't have all the 
preparatory and financial planning 
functions of the desktop version. 

Pocket Quicken's main strength is 
in helping you keep your records or- 
ganized and up-to-date throughout 
the year, long before you start wor- 
rying about that next return you have 
to file. If you incur deductible 
expenses while you're on the road, 
for instance, this is where Pocket 
Quicken can come in handy. 
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Let's say you're on a week-long 
business trip, during which you treat 
several clients to dinner, rack up 
hotel bills, and have a number of 
other legitimate expenses, paid for 
with both cards and cash. Rather 
than worrying about keeping track 
of all your receipts until you return 
home or to the office and hoping 
you don't lose any, you can simply 
enter each transaction into Pocket 
Quicken as it transpires, tagging it 
with a Category the same as you 
would at your desk. 

After you're home, all you'll need 
to do is synchronize your PDA with 
your main computer, which will up- 
date Quicken with all of your ex- 
penses from the road. Hey, you've 
been gone a week — isn't pressing the 
HotSync button a more appealing 
option than sitting down and log- 
ging in every expense one receipt at 
a time? 

You'll also be free to toss those re- 
ceipts once you're home, if you wish. 
Quicken 2006 adds the ability to at- 
tach images of scanned receipts, 
cleared checks, electronic receipts, etc. 
to transactions. (As of this writing, 
this pertains only to the Windows 
version, not Quicken 2006 for Mac.) 
This can really help consolidate your 
stored records and free up lots of 
closet space, and help you locate re- 
ceipts almost instantly. Obviously, 
though, this means backing up your 
data regularly becomes that much 
more crucial. 

In The Pocket 

Despite its tiny size, Pocket 
Quicken is a deep program with lots 
of tricks and tools, so don't neglect its 
full documentation. Still, under- 
standing how to manage accounts 
and create transactions is the founda- 
tion that will pay dividends as you 
learn the rest. H 

by Brian Hodge 
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At Your 
Fingertips 

The Internet Is Your Primary Financial Tool 




Stock tickers. The evening 
news. The Wall Street Jour- 
nal Being connected to the 
financial world was very dif- 
ferent a decade or two ago. 
Up-to-the-minute information cost a 
pretty penny. And most banking and 
trading from a distance took place 
over the phone — that is, when callers 
could get their advisors on the line. 

It's fair to say the Internet has revo- 
lutionized the world of finance, if you'll 
pardon the hyperbole. Sure, we still call 
our banks, and we still glance at the 
market section of the paper to see how 



the funds in our 401(k)s are doing, but 
we no longer have to. With the World 
Wide Web, all sorts of financial infor- 
mation are at our fingertips. 

Dollars & Bits 

We can only scratch the surface of 
the Internet's financial resources, but 
here are some of the biggies. 

Account access. Today, you can go 
online to check a balance or transfer 
funds from savings to checking, along 
with many other tasks. For instance, 
at Wells Fargo (www.wellsfargo.com), 
online users can order checks, request 



foreign currency, stop payment on a 
check, adjust addresses and other ac- 
count details, and set up overdraft 
protection and direct deposit services. 

More detailed transactions, such 
as opening an account or applying 
for a loan, may still require a phone 
call or your physical presence, de- 
pending on the bank's rules. Banks 
may also provide loan applications 
(or at least printable forms) online, 
as well as their current interest and 
lending rates. 

It's not just the banks that are 
offering cyberservices. Mortgage 
holders, credit card companies, in- 
vestment firms, and others provide 
browser access to accounts and port- 
folios. For example, American Funds 
(www.americanfunds.com) offers its 
401(k) investors the means to reallo- 
cate their contributions among the 
mutual funds available to them. 

Online account access security gen- 
erally involves passwords, digital 
signatures to verify the Web site's au- 
thenticity, and browser sessions using 
encryption and SSL (Secure Socket 
Layer) protection. On the downside, 
not all banks seem to "get it" when it 
comes to security. Some don't allow 
users to create long passwords or in- 
clude nonalphanumeric characters, 
both of which make for safer sessions. 
Other financial institutions display 
full account numbers on-screen, 
where they can be read by passersby. 
Some banks egregiously require 
visitors to use the Internet Explorer 
browser, which has long been plagued 
by security holes. If you have ques- 
tions about your financial institution's 
online security, contact its customer 
service department before you access 
your accounts online. 

Credit reports. Your credit rating 
bears heavily on your chances of se- 
curing loans at decent rates, not to 
mention credit cards. A mistake in 
your credit report can unfairly lower 
your score for years, jeopardizing 
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Change Password 



your ability to borrow and making 
you pay higher rates than you should. 
Credit ratings are calculated by a trio 
of credit bureaus, or consumer re- 
porting companies, called Experian 
(www.experian.com), TransUnion 
(www.transunion.com), and EquiFax 
(www.equifax.com) . 

Because of the possibility for error 
and abuse, Congress passed legisla- 
tion requiring these powerful compa- 
nies to provide one free credit report, 
also called a credit file disclosure, per 
year to U.S. consumers from each of 
the three credit bureaus. Credit re- 
ports were available long 
before they were accessible 
online, although the con- 
sumer reporting companies 
tended to charge people to 
look at their own credit 
scores in those days. If one 
or more of your reports has 
anything funny-looking on 
it, you can contact the ap- 
propriate credit bureau 
about correcting or clari- 
fying the matter. 

To get your free reports, 
use AnnualCreditReport 
.com (877/322-8228), the only site 
authorized by the Federal Trade 
Commission. AnnualCreditReport 
.com is sponsored by all three credit 
bureaus and is generally considered 
safe. (See "Give Yourself Credit" on 
page 148.) 

If you use a service other than 
AnnualCreditReport.com to request 
your free online credit reports, read 
the fine print. There have been reports 
of scams and misdirections, such as the 
FreeCredit-Report.com (see "It's Easy 
But Not Necessarily Free" on page 
145) and Consumer Info.com cases. 
The FTC (Federal Trade Commission) 
found that the Experian-owned sites 
misled people into signing up for paid 
credit monitoring services when they 
were really looking for their free credit 
reports, although terms of the transac- 
tions were spelled out in the fine print. 
If you have questions about a service, 
visit www.ftc.gov/freereports. 



Stock prices. Traders make their 
livings buying low and selling high, so 
timely intelligence on share prices is a 
valuable commodity. Whether they're 
trading their own investments or 
those of a company or fund, stock 
traders need immediate quotes. 

Current prices of stock shares, some- 
times called real-time or streaming 
quotes, are still mostly limited to pay 
services. In decades gone by, such ser- 
vices provided their customers with 
stock tickers, which were machines that 
received financial data by wire and 
printed it on long reels of ribbon-like 
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paper. Online stock price services today 
include several at eSignal (www.esignal 
.com), PCQuote Screamer (www.pc 
quote.com), and Ameritrade Streamer 
(www.ameritrade.com/streamer.html). 

For the rest of us, perhaps in- 
vesting for the longer term, prices on 
stocks don't have to be so current. 
The free stock and index quotes 
you'll find on CNN.com, Yahoo! 
Finance (finance.yahoo.com), and 
The Motley Fool (www.fool.com) are 
generally delayed 15 or 20 minutes 
(mutual fund prices are generally set 
only once per day). That's not good 
enough for day traders looking to 
score big on market timing, but it's 
fine for people investing for retire- 
ment or education. It's also far better 
than the closing bell prices reported 
in newspapers. 

Financial news. For the headlines 
that affect your money, turn to 
Fool.com, Yahoo! Finance, CNN 



Money (money.cnn.com), MSN 
Money (moneycentral.msn.com), and 
others. You'll also find commentary 
and opinion, which you should take 
with a grain of salt. (And for market 
information from anonymous forum 
posters, two grains of salt.) 

Financial sites are also good 
sources for current lending rates, in- 
terest rates, and various other figures 
that can affect the things you buy and 
finance. There are also many cur- 
rency conversion calculators online, 
such as Yahoo!'s at finance. yahoo 
.com/currency. 

Taxes. No longer do you 
have to physically mail 
your tax return in most 
cases. You don't even need 
to phone in the return to 
the automated TeleFile 
service anymore, now that 
the IRS (Internal Revenue 
Service) has discontinued 
the program. Today, you 
can electronically file your 
return online after you 
prepare it with tax soft- 
ware such as TurboTax 
(www.turbotax.com) or 
TaxCut (www.taxcut.com). See the 
Online Tax Preparation section in 
this issue, starting on page 65. 

Chain That Wallet 

As we mentioned, these examples 
are but the tip of the gold vein. 
Whatever your financial information 
needs, chances are there's a service with 
online access awaiting your business. 

That said, be on the lookout for 
fraud (www.fdic.gov/bank/individual 
/online/safe. html). Scams abound 
online, attempting to fleece the un- 
wary. At least the email offers to 
smuggle millions of dollars out of 
Nigeria have replaced chain letters in 
our mailboxes and pyramid scheme 
salespeople trying to get into our 
living rooms. H 

by Marty Sems 
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Being in charge of half of life's 
certainties is no small order, 
but the Internal Revenue 
Service has the delightful 
chore of acting as the ferryman who 
ushers our taxes to Uncle Sam. Some 
of us may not like surrendering our 
hard-earned cash to the government, 
but taking a proactive approach might 
be the best way to make the process as 
painless as possible. With that in mind, 
making a stop at the IRS' Web site 
(www.irs.gov) might prove to be a 



somewhat fruitful endeavor because 
the site is chock full of information to 
help you prepare for everyone's fa- 
vorite annual event. 

Because the IRS' Web site contains 
enough useful material to fill an empty 
H&R Block office, doing a little hunt- 
ing through the site beyond what we 
feature in this article is probably worth- 
while. We'll show you how to use 
IRS.gov to download commonly used 
(and annually reviled) forms, connect 
with a number of e-file options, and 



tap into various other online, tax- 
related resources. 



Find Forms To Fit Your Financial Form 

Even though e-filing your taxes in- 
volves virtually no physical forms, 
pencil-and-paper apologists should be 
pleased that IRS.gov has necessary tax 
forms available in a number of for- 
mats. Not only can you download 
forms and publications and print 
them at your leisure, but you can also 
order physical forms and publications 
via U.S. mail or purchase tax products 
on CD-ROM. 

Downloading forms in PDF (Port- 
able Document Format) is probably 
the easiest way to view and print what 
you need. In order to view and print 
PDFs, you'll need Acrobat Reader, 
free software from Adobe Systems. 
(Acrobat 3.0 or earlier users must up- 
grade their software.) 

To download Acrobat Reader, open 
a Web browser with an active Internet 
connection and go to www.adobe.com. 
Point to Products and click Acrobat 
Family. At the next page, select Acrobat 
Reader from the drop- down menu and 
click Go. Click the Get Adobe Reader 
icon. If you don't want Adobe Yahoo! 
Toolbar or Photoshop Album 2.0 
Starter Edition, clear their respective 
checkboxes before you click Download. 
If a dialog box doesn't automatically 
open prompting you to run or save the 
installation file, click the Click Here To 
Download link. Click Run and follow 
the installation file's instructions. 

Because the IRS' Web site contains 
hundreds of forms available to down- 
load, we used Form 1040 in our step- 
by-step example. We opened a Web 
browser with an active Internet con- 
nection and went to the IRS' home 
page. In the Search For . . . field, we 
typed 1040. Next, we clicked the 
Within: drop-down box and selected 
Forms And Publications. We clicked 
Go, and the IRS Form Finder tracked 
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Although income taxes first 
cropped up during the Civil 
War, the states ratified the 16th 
Amendment in 1913, giving 
Congress authority to enact an in- 
come tax. Since then, tax rates have 
fluctuated, and the tax code has 
grown, but paying income tax has 
been a reality for nearly a century. 

Americans received their first 
taste of Form 1040 the same year 
the states ratified the 16th Amend- 
ment. Congress instituted a 1% tax 
on net personal incomes above 
$3,000 and a 6% surtax on incomes 
above $500,000. Payroll withholding 
and quarterly tax payments fol- 
lowed during World War II. 

The IRS (Internal Revenue Service) 
Restructuring and Reform Act of 
1998 ushered in several organiza- 
tional changes. In addition to di- 
viding the agency into four operating 
divisions (Wage and Investment, 
Small Business/Self-Employed, Large 
and Mid-Size Business, and Tax- 
Exempt and Government Entities) to 
correspond with different types of 
taxpayers, the law established the 
Taxpayer Advocate Service, an inde- 
pendent service within the IRS to 
help taxpayers resolve problems. 
Each state also has a local advocate. I 



down over 500 results, culled the most 
popular matches, and listed them in a 
gray box near the middle of the page. 
We clicked Form 1040 In Adobe PDF 
Format. Acrobat Reader opened the 
Form 1040 PDF in our browser. 

We had a couple of options with 
the PDF form. First, we could fill in 
the form from our browser window 
by positioning our mouse pointer 
over the form in appropriate places. 
YouTl know you can fill in the form 
in a particular place when your mouse 
pointer changes to a cursor. We 
clicked the appropriate locations and 
entered the relevant information. 



H £ ( 



When we completed the form in our 
browser window, we clicked File, 
Print, and OK to print it. If you'd 
rather fill out a form by hand, print 
it before working on it in your brow- 
ser window. 

We exercised our common sense 
muscle and saved our form, but you 
can take a different approach if you 
don't want to complete and print the 
form immediately after opening it. 
To save a copy of the PDF 
form, we clicked the File pull- 
down menu and Save. After 
we named the file, we clicked 
Save to save a copy in our My 
Documents folder, the de- 
fault location. 

You can also access IRS 
documents by clicking the 
Forms And Publications link. 
From this page, we clicked 
Form And Instruction Num- 
ber, browsed through the list 
of forms and publications, 
clicked the form we wanted to 
display (if you hold down the 
CTRL key before you select a 
form, you can select multiple 
forms to simultaneously dis- 
play), and clicked the Review 
Selected Files button. IRS.gov 
presented links for the forms 
we selected, and we clicked 
each form's respective link to open it. 

No Paper, No Pencils, No Problem 

If you'd rather avoid the "analog" 
method for filing your taxes, IRS 
.gov is a superb site to connect to a 
number of e-file providers for indi- 
viduals, businesses, and charitable 
and nonprofit organizations. On the 
IRS' Home page, we clicked the IRS 
e-file logo. The three most note- 
worthy links for individuals are e-file 
For Individual Taxpayers, Free File 
(located within the short block of 
text beneath the e-file For Individual 
Taxpayers link), and Electronic 
Payment Options. 

The e-file For Individual Taxpayers 
page provides links to information 



about the e-filing process, authorized 
e-file providers, Free File services, an 
e-file checklist, and the Volunteer 
Income Tax Assistance and Tax 
Counseling for the Elderly programs, 
which offer free tax help for those 
who qualify. 

Thanks to a partnership between 
the IRS and the Free File Alliance, mil- 
lions of taxpayers are eligible to pre- 
pare and file their federal tax returns 
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Look familiar? You can download the forms you 
need from IRS.gov and fill them out directly 
from your Web browser. 



for no charge. A private company will 
assist you, but in some instances you 
must navigate to a particular company 
through IRS.gov; if you simply go to a 
company's Web site, there may be a 
fee for using its services. And because 
you visit a private, third-party site, any 
terms in the IRS.gov Privacy Policy 
(www.irs.gov/privacy) no longer 
apply. If you click the Help Center 
And FAQs link, you can learn about 
security and privacy with Free File (as 
well as plenty of other information re- 
garding Free File). 

When you're ready to use Free File, 
click the Start Now! button. On the 
next page, you can choose from a 
master list of Free File Alliance com- 
panies. As an example, we chose 
123EasyTaxFiling.com. We clicked its 
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link and clicked Leave IRS Site to go to 
123EasyTaxFiling.com's online ser- 
vice. If you want to learn more about a 
particular service, click More Details. 

The Electronic Payment Options 
page lays out alternatives to paying 
with a check or money order. IRS.gov 
presents the following electronic pay- 
ment options for individuals and 
businesses: electronic funds with- 
drawal, credit card, or the Electronic 
Federal Tax Payment System. Links 
for each of these options are on the 
Electronic Payment Options page. 

Follow That Refund! 

Whether you decide to spend your 
refund on a new pair of shoes, flat- 
panel LCD TV for your dilapidated 
old set, or set of wheels you've been 
eyeing for months, you want your 



Tips For Using IRS.gov 



Key in on Keywords. You can click 
your way through IRS.gov and 
eventually find the page(s) you're 
looking for, but using an IRS Keyword 
can quickly take you to certain im- 
portant pages within IRS.gov. For a 
complete list of IRS Keywords, start at 
the home page and click Help, Help 
With IRS Keyword, and Complete List 
Of IRS Keywords. When you return to 
the home page, type one of the 
Keywords in the IRS Keyword box and 
click Go. IRS.gov will immediately 
open thepage that corresponds to the 
Keyword you entered. 

Use Advanced Search for better re- 
sults. Because there is simply so much 
content on the IRS' Web site, 
searching for the proper form, publi- 
cation, or article can be a daunting 



refund. IRS. gov's Where's My Re- 
fund? application lets you find out if 
the IRS has received your federal tax 
return and if it has processed your re- 
turn and sent your refund. Individ- 
uals who have not received a check 



within 28 days from the original IRS 
mailing date can also start a refund 
trace. To use Where's My Refund?, 
you need to provide your Social 
Security number or IRS Individual 
Taxpayer Identification Number, 
filing status, and the exact refund 
amount shown on your return. 

Click Where's My Refund? on the 
IRS.gov home page. We clicked 
Where's My Refund on the next page, 
provided the required information, 
and clicked Submit. The IRS recom- 
mends closing your Web browser 
after you've finished accessing your 
refund's status, as a safety precaution. 

Information Overload 

Finding forms, using e-file, and 
tracking your refund are helpful avail- 
able resources from IRS.gov, but these 



task. Instead of doing a Basic Search, 
click Advanced Search. The Advanced 
Search Options let you refine your 
search in a number of ways. You can 
search certain portions of the entire 
site and use drop-down menus to 
limit the number of results you re- 
ceive. You can also select a date range 
of publications and sort your results 
by relevance, date, or title. 

Search the FAQs. Currently, the IRS 
has a bank of 270 Frequently Asked 
Questions that cover topics from child 
support payments to housing al- 
lowances for ministers. To access 
IRS.gov's FAQs from the home page, 
click Site Map, Frequently Asked 
Questions (FAQ), located under 
Individuals, and Start FAQ Search. I 



features only scratch the surface of the 
wealth of information available on the 
site. On IRS.gov's home page, click the 
applicable links below Information 
For: (Individuals, Businesses, Char- 
ities & Nonprofits, etc.). For example, 



I Internal Revenue Service IRS.ruv 




If you're not certain about which Free 
File service to use, click Guide Me To A 
Service! for assistance. Otherwise, 
choose from the master list of Free 
File providers. 



we clicked Individuals, Tax Tips For 
2005, and Amended Returns to read 
an article about correcting errors on a 
submitted tax return. 

Clicking the Help link on the home 
page is another good jumping off point 
to tackle tough tax questions and quan- 
daries. The Help page provides links to 
several helpful online resources, such as 
help with the site itself, finding a spe- 
cific form or publication, or answers to 
particular tax questions. 

The IRS also has an impressive 
amount of content in Spanish. At 
the home page, click Espanol to ac- 
cess IRS.gov forms and information 
in Spanish. 

The IRS may not be the most like- 
able government agency, but we have 
to admit it has put together a thorough, 
informative, and helpful Web site with 
IRS.gov. By using the site, you can save 
a trip to the local post office to pick up 
the right forms, save a stamp or two by 
filing your taxes online (in most in- 
stances), and track the progress of your 
refund as it travels from the feds to 
your pocket. Spend some time on the 
site, and you'll see that the helping 
hand you've always wanted with your 
taxes can come from the unlikeliest of 
places, the IRS itself. H 

BY VlNCE COGLEY 
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The Motley Fool 

About Money, This Fool Doesn't Jest 




Yes, The Motley Fool (www 
.fool.com) is that site with 
the people in jester hats. But 
these jesters are laughing all 
the way to the bank. 

The first time you visit Fool.com, 
you'll get an immediate lesson about 
money. Namely, that you have to 
"pay" the Fool's advertisers by pro- 
viding them with your email address 
before you can read any of the articles 
on the site. But when you consider the 
expertise behind the valuable material 
on Fool.com, you'll probably con- 
clude that it's actually worth exposing 
your inbox to a bit more spam. 

Fool.com is all about money. You'll 
find articles on how to invest, how to 



save, how to pay down debt, and how 
to finance a new car or home. There 
are tutorials about things such as 
ETFs (exchange-traded funds) along- 
side commentary on the latest market 
news. There's even a discussion board 
section. Some of these features are re- 
served for paying subscribers, such as 
the various monthly newsletters 
hawked on nearly every page, but trial 
subscriptions are available for most of 
these features so that you can check 
them out. 

The Fool insists that its main pur- 
pose is to teach people how to re- 
search and choose investments for 
themselves, rather than just telling 
readers, "Buy stock A." However, it 



does do the latter through its sub- 
scription newsletters, and occasionally 
in free articles, too. 

Lastly, be aware that on the 
Motley Fool site, Foolish (upper- 
case "F") is good. Being foolish 
(with a lower-case "f") means wast- 
ing your money, whereas being 
Foolish means doing smart things 
with your finances. There's an infor- 
mative introduction to the compa- 
ny's philosophy at www .fool.com 
/help/index.htm?display=newuserO 1 . 

A Fool Born Every Minute 

The Motley Fool has come a long 
way since Tom and David Gardner 
founded the company in 1993. In 
those days, TMF simply published a 
16-page newsletter for family and 
friends, says director of media and 
communications Chris Hill. The 
brothers wanted to demystify the 
somewhat cloistered world of finance 
for everyday folks, and at the same 
time, make the process fun for 
readers. The site launched in 1994 
with help from partner AOL and 
moved to Fool.com in 1997. 

Over the years, TMF has expanded 
with new contributing writers, publi- 
cations, and site features, as well as a 
branch office in London in 1997. The 
Gardner brothers are still actively in- 
volved in all aspects of the company 
as its chairmen, accepting speaking 
engagements, and acting as lead advi- 
sors on three newsletters. They've 
hosted a radio show together since 
1998, now airing on National Public 
Radio. They started writing books in 
1995 with "The Motley Fool Invest- 
ment Guide." Other Foolish individ- 
uals pen newsletters and newspaper 
columns (since 1997), ride herd over 
the forums, and keep the Web site 
running. After more than a decade, 
however, the jester hat still continues 
to grace the logo, not to mention 
every writer's byline photo. 
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The Annualized Whatsis? 



As is the case with any special- 
interest site, some of the 
columns and articles on Fool.com 
are a little heavy on terminology. 
Like computer magazine articles, 
there are a few terms you need to 
know before you can understand 
even basic articles about finances 
and investing. There's a glossary at 
www.fool.com/school/Glossary 
/glossary.htm and basic explanations 
of many concepts at the Fool's 
School (www.fool.com/school.htm). 
Even with these aids, and with a 
couple of college economics classes 
in our distant past, our eyes occa- 
sionally cross in the middle of some 
Fool articles. (Why can't investing 
be as simple as putting together 
computers?) A beginner's guide 
to finances from the self-help sec- 
tion at your local bookstore may 
be in order. I 



Site Features 

There's so much content on Fool 
.com, it's not hard to get a little lost. 
There are tabs at the top of the screen 
you can click to navigate around, and 
there are usually sub-tabs under each 
one. For instance, the Home tab of- 
fers subtabbed links to current news 
and retirement sections. 

Along the left side of the home 
page runs a list of more specific 
topics, products, and services, such as 
a broker comparison tutorial and a 
section on credit reports. Notice that 
many of the most prominent links 
will take you to ads for the Fool's 
newsletters, discussed in the Products 
& Services segment in this article. 

If you start to feel a little buried, 
click the Motley Fool logo at top left 
or the Home tab to return to the site's 
main page. The Site Map is also a big 
help (www.fool.com/help/index.htm 
?display=morehelpO 1 ) . 

Free stuff. The Fool's collection of 
articles is a prime draw, covering 



everything from DRPs (dividend rein- 
vestment plans) to military tax relief. 
Articles are scattered all over the site, 
with new content spotlighted on the 
home page and older chestnuts squir- 
reled away in various topic sections. 
Find a writer or commentator you 
like? Scroll down the home page a bit, 
and in the middle you'll find a Browse 
Stories By Author menu. 

Many of the site's learning tools, 
such as the Fool's School (www.fool 
.com/school. htm), are also free to 
peruse. Here you'll discover invest- 
ment advice about index funds, stocks, 
mutual funds, and other topics. 

More immediately useful are the 
nearly 100 Foolish Calculators (www 
.fool.com/calcs/calculators.htm). By 
plugging your own financial figures 
into these spreadsheets, you can 
figure out whether it makes financial 
sense for your spouse to stay home 
with the kids (partners. leadfusion 
.com/tools/motleyfool/budget09/tool 
.fcs). You can also compute how 
much you'll need to save for the 
kids' college educations (partners 
.leadfusion.com/tools/motleyfool/sav 
ings04/tool.fcs). And at the bottom 



The Motley Fool Fact Sheet 



Location: Alexandria, Va. 
Founded: 1993 
Online: 1994 
President: Scott Schedler 
Founders and Chairmen: 
David and Tom Gardner 



of the page, you'll find a Salary 
Wizard that can help you figure out a 
job's average pay in various parts of 
the country. 

Fool.com has provided a free in- 
vestment tracking service called My 
Portfolio for a while but planned to 
discontinue the feature at press time 
(quote.fool.com/portfolio Notice 
.aspx). Users have been offered a 
transferral to Yahoo! Finance (finance 
.yahoo.com). 



Products & Services 

Basically, you'll know when you've 
tried to enter part of the site that's 
members- only because you'll be taken 
to an ad page or exhorted to join up. 
You can sign up for temporary guest 
status at www.fool.com/landing/pb 
/starttrial.htm. Set your browser to ac- 
cept cookies, if necessary, and then 
click Enter As Guest. 

The Fool Community is the mem- 
bership attached to the Discussion 
Boards, access to which costs $29.95 
per year. As many users meet on the 
finance boards only to find other in- 
terests in common, Fool.com main- 
tains about as many nonfinancial 
forums as money-related ones. The 
intro page can fill you in on the 
Community's rules and conventions 
(www.fool. com/help/index.htm?dis 
play= communityO 1 &amp ) . 

When it comes to timely invest- 
ment information, the Fool is no fool. 
Giving people good advice on how to 
make money is itself a valuable ser- 
vice. At heart, the site's contributors 
are more capitalists than altruists, 
which is actually a reassuring trait 
when you remember that it's your 
money that you're trying to grow with 
their advice. (Tell yourself that once 
you're incredibly wealthy, you can be 
as altruistic as you like.) 

There's a ton of good analysis and 
how-to material on the free parts of the 
site. However, for direct advice, you 
want one or more of the Fool's 
monthly newsletters (www.fool.com 
/shop/newsletters/matrix. htm), the 
company's bread and butter. 

"Each one of these six newsletters 
offer specific recommendations for 
investors every month," Hill says. 
"Part of each service includes tracking 
the performance of these recommen- 
dations against stock market indices, 
and we are proud of the fact that all 
six are beating the market." 

The newsletters come in print 
form and are also accessible online. 
Highlights include David Gardner's 
Rule Breakers newsletter, which 
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focuses on growth opportunities in 
hot sectors such as nanotechnology 
and biotech, and his brother Tom's 
Hidden Gems letter, which covers 
undervalued small- cap stocks. 

Subscriptions range from $99 to 
$299 per year, generally including ac- 
cess to the site's discussion boards and 
Fool Community, among other perks. 
Some newsletters have discounted 
special offers and/or free trials. 

If you also need some one-on-one 
coaching, consider the TMF Money 
Advisor financial planning service 
($329/2 years; www.fool.com/shop 
/special/03). Besides receiving a 
monthly newsletter and other goods, 
you'll get limited toll-free phone access 
to an Ayco Company financial advisor. 

"Later this year we'll be releasing 
'Stocks 2006,' a look by our top ana- 
lysts at 10 of the most promising in- 
dustries for investors in the new year, 
as well as 10 stock recommenda- 
tions," says Hill. As for Fool.com, 
"we are taking a hard look at not 
only the content we produce but also 
how we deliver it, and that includes 
various forms of audio and video." 



Tips For Using The Motley Fool 



Most of Fool.com is given over to 
columns and articles (not to 
mention ads), but there are still lots 
of quick answers to various questions 
you may have, too. Here's how to 
tackle these four common tasks. 

1) Calculate which type of IRA can 
make you the most money by retire- 
ment. Head to partners.leadfusion 
.com/tools/motleyfool/rothira01a/to 
ol.fcs and type in the financial data 
indicated. You'll have to look up the 
federal and state tax rates that apply 
to you, as well as the expected return 
on the investments you plan to have 
in your IRA. 

2) Look up a financial term, such as 
that "annuity" thing your insurance 
salesman was pushing. At www.fool 
.com, click Fool's School and then 
Glossary of Financial Terms. Hmmm, 
the site says, "Annuities are typically 
very poor investments, and Fools 
generally avoid purchasing them. 
Insurance companies typically push 



selling them very hard since they usu- 
ally have high fees." Boo, hiss, insur- 
ance salesman! 

3) Check on a quick stock or fund 
quote. From the home page, click 
Quotes & Data and then type the 
symbol into the Enter Ticker(s) And 
Select Data View field. In the drop- 
down menu next to it, choose Charts. 
The next page will show you a chart 
of the stock or fund's performance 
over the last year. Our favorite parts 
are the Compare To field and 
Compare To Symbol(s) menu, which 
let you see how much a stock or fund 
gained or lost in comparison to other 
stocks, funds, or indexes. 

4) To decide whether to lease or 
buy a car, head to partners.leadfu 
sion.com/tools/motleyfool/auto03 
/tool.fcs. As in Tip #1, you'll need to 
ferret out some tax and interest rates 
before you can fill in the blanks on 
this calculator worksheet. I 



Caveats & Provisos 

Although the Motley Fool 
seeks to educate as it enter- 
tains, it makes clear that only 
you are responsible for what 
you do with your money. No 
one can see the future, and 
even with the Fool's very pos- 
itive track record, its writers' 
advice is just that. Manage- 
ment shuffles, market forces, 
and even catastrophic events 
can and do change the for- 
tunes of otherwise promising 
companies touted as hot 
buys. Also, no matter how 
broadly researched and objec- 
tive a recommendation may 
be, personal experience may 
color a writer's slant a little bit. Read 
the site's disclaimer at www.fool.com 
/help/index.htm?display=newuser01 
for more sobering warnings. 




The Motley Fool's home page has all sorts of links to 
articles, special sections, and more than a few ads 
for the company's newsletters and services. 



In the end, you may still decide to 
trust the guidance of your local fi- 
nancial advisor (or two), and you 
may resolve never to buy or sell any 



investment without at least 
their partial approval. 

Still, you'll be better in- 
formed about the trends and 
market forces affecting your 
money's future after a few 
weeks of reading Motley 
Fool articles. Equally as im- 
portant, you'll be able to 
have more meaningful dis- 
cussions with your advisor 
about what you want to 
happen with your money. 
And you'll get a better idea 
of whether your investments 
are too risky for your tastes 
or too conservative for your 
long-term goals. 

That doesn't sound so 
foolish after all, does it? [rs] 

by Marty Sems 
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In Bloom 

Bloomberg.com Is A Must-Visit 
For The Professional Investor 




Bloomberg.com is a profes- 
sional investor's paradise. 
The site features up-to- 
the-minute market reports 
and loads of financial news. How- 
ever, all of the charts and headlines 
that fill this homepage can quickly 
overwhelm a new user. Here are 
a few tips to get the most out of 
Bloomberg.com. 

The key to navigating the majority 
of the Bloomberg.com Web site is the 
row of links directly below the official 
Bloomberg.com logo; pay particular 
attention to the first three listed: 
Market Data, News & Commentary, 
and Charts & Analysis. 



Market Data 

The Market Data section 
provides an easy way to catch 
up on the latest happenings of 
exchanges around the world. 
Click the Market Data tab at the 
top-left portion of the home 
page. The Market Data page 
displays a snapshot of the var- 
ious stock markets of the 
Americas. This snapshot shows 
you the current market score, 
the change in the market from 
where it opened, and the per- 
cent the market has changed. 
Next to the Americas tab are 



tabs labeled Asia and Europe. Click ei- 
ther of these tabs to view the changes in 
markets on their respective continents. 
A currency guide is just to the right of 
these snapshots. The Currencies grid 
shows current exchange rates of pop- 
ular currencies including the U.S. 
Dollar, Japanese Yen, and British 
Pound. There is also a handy currency 
converter below the currency exchange 
rates. For more information on how to 
use this converter, check out the 
"Bloomberg.com Tips" sidebar that ac- 
companies this article. 

Below the Market Snapshot and 
Currencies tables are two charts: 
Today's Top U.S. Funds and Com- 
modities. The Top U.S. Funds chart 
lists the five funds that have increased 
by the highest percentage since the be- 
ginning of the year. For instance, at 
press time Guinness topped the chart 
with a 68.79% NAV (net asset value) 
increase from where it started the year. 
Similarly, Commodities lists the cur- 
rent price index of CRB (Commodity 
Research Bureau) futures and the top 
five CRB movers based on the per- 
centage the commodity has increased. 

News & Commentary 

When you click the News & Com- 
mentary link, you are taken to a page 
that displays the top news stories of 
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Today's Top U.S. Funds and Commodities are 
two charts that offer a glance at which funds 
and futures are currently enjoying success. 
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the day. By default the top stories in 
America are displayed, but if you look 
in the upper right of the Top Stories 
box, you should see three tabs. The 
first one, labeled Americas, is already 
highlighted. The next two tabs are la- 
beled Asia and Europe. Click the tab 
of the respective continent you're in- 
terested in. For instance, if you want 
to read about the goings on in 
Europe, click the Europe tab. You'll 
be greeted with the top headlines con- 
cerning Europe's financial markets. 

Although Bloomberg. corn's top 
priority is financial news, those aren't 
the only articles you can find in News 
& Commentary. On the left of your 
screen, there is a list of links that in- 
clude Economy/Politics, Sports, and 
Culture. Click these links to view the 
top stories in these fields. 

To the right of the Top Stories is a 
Commentary column. Bloomberg.com 
has more than 1,600 writers and editors 
worldwide. Each day you can find a 
featured commentary on a pressing so- 
cial or financial issue, as well as many 
other thoughts on a gamut of topics 
from other Bloomberg writers. Below 
the featured article is another title for 
you to read. If you can't get enough, 
click More Columns, just below that 
second title. It will take you to a list of 
Bloomberg's columnists and a list of ti- 
tles for you to continue reading. 

Charts & Analysis 

Charts & Analysis offers you an easy 
way to monitor your current invest- 
ments or research potential invest- 
ments. This page has two important 
features: Quotes & Research and 
Chart Builder. 

In the middle of the Charts & 
Analysis page, there is a Quotes & 
Research section. If you know the 
symbol of the company you want to 
research, type it in the Enter Symbol 
text box. Below that choose the radio 
button next to the type of informa- 
tion you want to view. You can view a 
detailed stock quote, a chart marking 
the stock's progress over the past year, 



Bloomberg.com Tips 



Bloomberg.com is perhaps the 
premier source for market info 
and analysis online, and for good 
reason. Check out these tips to make 
this great site easier to use. 

Bloomberg.com has made moni- 
toring your stocks very easy. If you 
want to check the current status of 
your investment but aren't sure of its 
market symbol, click the Find Symbol 
button in the upper-right corner of 
the Bloomberg.com home page. 
Enter the name of the company 
you're searching for in the Enter A 
Full Or Partial Name field in the Find 
Symbol search page. Below the field 
you can select either the Begins With 
radio button or the Contains radio 
button to help with your search. 
Then in the Source drop-down menu, 
choose the country that houses the 
exchange on which the company 
trades. Click Go to get your results. 

You can also easily convert curren- 
cies using Bloomberg.com's Currency 
Converter. To get to the converter, 
click Market Data in the top-left por- 
tion of your screen underneath the 
Bloomberg.com name. This will take 
you to the Market Data page. In the 
lower-right portion of the screen, you 
should see the Currency Converter. 
The default amount is 1 unit. Change 
this number to whatever amount you 



Bloomberg.com 

doesn't restrict 

itself to financial 

info. You can 

visit News & 

Commentary to 

get the biggest 

stories in Sports, 

Culture, and 

Politics, as well. 



Bloomberg.com 



NEWS & COMMENTARY: 



want to convert. If, for instance, you 
want to convert 100 U.S. dollars to 
French Francs, change the Amount 
field to 100 and select US Dollar from 
the Convert drop-down menu. Type 
U on your keyboard to jump down to 
the U currencies in the menu. Click 
US Dollars. Next select the currency 
you want to convert it to from the 
Into drop-down menu. After you fill 
out these fields, click the gold button 
to the right of the Into menu. Your 
results will be in bold just below the 
Into menu. 

If you want to start a college fund 
for a special child in your life, Bloom- 
berg.com has its Education Cost 
Calculator to figure out just how 
much you'll have to save to pay for 
college. Click Charts & Analysis on the 
home page, then click calculators on 
the left side of your screen, and click 
Education Cost Calculator. Next, fill in 
the fields in the calculator. These 
fields include the First Year Of Educa- 
tion, Expected Investment Return, 
and Expected Tuition Inflation Rate. 
After you do this, click Calculate. The 
calculator will give you the amount 
you'll need to save per period, the 
number of periods for which you'll 
need to save, the total future cost of 
education, and an initial equivalent 
lump sum investment. I 
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or recent news about the company 
you're researching. 

Next to Quotes & Research is Chart 
Builder. Click the Create Your Own 
Chart button to begin. You can also 
access this feature from anywhere in 
the Charts & Analysis section simply 
by clicking the Chart Builder link on 
the left side of your screen. 

Chart Builder lets you compare four 
stocks per chart. Tailor your chart by 
adjusting the settings that line the 
left side of your screen. In the Select 
Security box, enter the companies' 
tickers you want to chart in the four 
color-coded blanks, and next to each 
one select the exchange on which it is 
traded. Next, select the appropriate 
radio button for the Time Frame you 
want to research. You can view infor- 
mation up to one year old in your 
chart, or you can choose a span as 
short as the Intraday option, which 
displays a line graph made from snap- 
shots collected that same day. After 
you click the radio button of the time 
frame that best suits you, you can 
choose a Chart Type, either a line chart 
or an OHLC (Open, High, Low, Close) 
chart, which is used to spot short-term 
trends. Then simply click Build Chart. 

Resources 

On the left side of nearly every page 
you view in Bloomberg.com, you 
should notice a gold heading labeled 
Resources. There are three links 
under this heading that read Bloom- 
berg TV, Bloomberg Radio, and 
Markets. Click one of these links to 
view the corresponding Bloomberg 
Media device. For instance, when you 
click Bloomberg TV a window pops 
up that displays a live video feed of 
the program currently airing on 
Bloomberg Television. To the lower 
left you'll see a Live Feeds drop -down 
menu. Choose any of the options to 
see what's playing on Bloomberg TV 
in that country or region. If you click 
France, you will then receive a live 
feed from the French affiliate of 
Bloomberg Television. 



Bloomberg Radio works in a sim- 
ilar manner. When you click Bloom- 
berg Radio, a window pops up that is 
a lot like the Window of Bloomberg 
TV. This connects you to a live feed of 
Bloomberg Radio, which has a simple 
media player interface. 

The Markets link works a little dif- 
ferently. Instead of a new window 



opening when you click it, you are 
taken to the Bloomberg Markets 
page in Bloomberg Media. On this 
page you can read the featured story 
in the latest issue of Bloomberg 
Markets, as well as a few other arti- 
cles from that issue. Qjs] 



by Sam Evans 



A Brief History: Bloomberg Media 



As you may know, www 
.bloomberg.com is just one 
form of media through which the 
Bloomberg Corporation communi- 
cates. You may have also seen 
Bloomberg Media's magazines, 
Bloomberg Markets and Bloomberg 
Wealth Manager, or tuned into 
Bloomberg television or radio. 
Whatever format you view or listen 
to, the purpose is the same: to pro- 
vide Bloomberg users with the most 
accurate and up-to-date business and 
financial information. 

The foundations for Bloomberg 
Media were laid in 1981 when it was 
known as Innovative Market Systems. 
Its founder, Mike Bloomberg, funded it 
using his severance pay from Salomon 
Brothers, where he was the head of eq- 
uity trading and, later on, systems de- 
velopment. In July 1992 Bloomberg 
Markets, a magazine designed to cover 
the latest market trends and invest- 
ment strategies hit stands. 

Bloomberg Media expanded in 
January 1993 to include its own radio 
station. This station, WBBR 1 130 in 
New York, was a 24-hour news sta- 
tion that reached areas in New York, 
New Jersey, and Connecticut. Today 
Bloomberg Radio is available nation- 
wide, as well as in Singapore and 
Japan. It distributes syndicated re- 
ports to more than 840 affiliates in 
four languages. 

Not long after Bloomberg Radio 
hit the airwaves, plans for a 24-hour 
television station began to take form. 
In February 1994 Bloomberg Televi- 
sion appeared on screens in America, 



and by November 1995 Bloom- 
berg Television launched its first 
European-based station. Much like 
Bloomberg Radio, Bloomberg Televi- 
sion is a 24-hour financial and busi- 
ness news channel. Currently, it is 
broadcast on 10 networks and in 
seven languages, reaching more than 
200 million homes worldwide. 

After Bloomberg Television was 
beamed onto TV screens around the 
world, the last major media left to ex- 
plore was cyberspace. In December 
1995, just a month after Bloomberg 
Television made its debut in Europe, 
Bloomberg Media unveiled its Web 
site, www.bloomberg.com. This site 
used the already trusted Bloomberg 
name to its advantage and quickly be- 
came a leading Web site for investor 
tools and late-breaking financial news. 
Bloomberg.com didn't rest on the rep- 
utation of its predecessors, though. 
The Web site has received numerous 
awards for its usability including the 
SUA Codie Award for best online fi- 
nancial news Web site in 2000 and the 
best journalism-related Web site in 
the New York Metro Area awarded by 
the New York City Chapter Society of 
Professional Journalists in 1999. 

With the success of Bloomberg 
Markets, Bloomberg Media decided 
to expand its written publications. In 
April 1996 the Bloomberg organiza- 
tion expanded its scope by starting 
Bloomberg Press, a part of Bloomberg 
that publishes practical books 
written by leading financial authori- 
ties. These books are geared specifi- 
cally toward professional investors. I 
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Put The Fun 

In Tax 
Fundamentals 

Gail Perry's FunWithTaxes.com 




As an author, speaker, CPA 
(Certified Public Accoun- 
tant), tax specialist, and in- 
structor, Gail Perry knows 
her stuff. She's been giving tax ad- 
vice to the financially disinclined 
(that is, regular folks like you and 
me) for more than 20 years, and her 
advice articles are written in plain 
English to make complicated con- 
cepts easy to understand. 

Get The Party Started 

When you load Gail Perry's Fun 
withtaxes.com, the first thing you'll see 
is the American flag banner and the 
site's oxymoronic name. The middle 
column of the page displays the title of 
the current Fun With Taxes article, 
followed by a short summary of its 



contents. Click the This Week hyper- 
link to read the full article. You can also 
click the This Week navigation button 
at the left to read this article. Back on 
the home page, scroll down to 
find a summary and hyperlink for 
the previous week's article. The 
middle column also displays com- 
mentary on recent tax news and 
pending legislation items that may 
affect you at tax time. 

Speaking of tax time, to the left 
side of the home page you'll see a 
Countdown To April 15th clock, 
which ticks off the days, hours, 
minutes, and seconds until you 
have to file your return. A list of 
site navigation buttons appears in 
the upper-left corner of the page, 
which includes Tax Law Changes, 
IRS (Internal Revenue Service) 



Updates, Tax Tool Box, Meet Gail 
Perry, and This Week. 

The right side of the page displays 
the Fun With Taxes Quick Links. Here 
you'll find State and Federal links for 
Tax Forms, Publications, and Instruc- 
tions. There's also a link for TurboTax 
For The Web (for more information 
see "TurboTax For The Web" on page 
74), and www.irs.gov (for more infor- 
mation see "Turn To IRS.gov For Your 
1040 411" on page 124). You can use 
the navigation links at the top of every 
page to move around on the site. The 
links include Home, Contact Us, Site 
Map, and FwT/PDA, which is the mo- 
bile version of Gail Perry's weekly Fun 
With Taxes article. 

Digital Dispatch 

From the home page, click the IRS 
Digital Dispatch link below the Fun 
With Taxes Quick Links. This page is 
an informational resource for the 
latest IRS news and announcements 
concerning important upcoming tax 
dates, recently added tax forms and 
publications, recent updates to the 
IRS.gov Web site, and other tax- 
related items. Funwithtaxes.com gives 
you the title of each item and a brief 
description, along with a direct link to 
the item on the IRS.gov Web site. 

For most, the information that the 
IRS deems "important" runs the 
gamut from actually useful to a waste 
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The Funwithtaxes.com home page features 
the latest tax-related news. 
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of time. For instance, you probably 
won't need to know the names and 
qualifications of the new members for 
the Advisory Committee on Tax 
Exempt and Government Entities. On 
the other hand, small-business owners 
and self-employed taxpayers can find 
out about helpful IRS resources by 
reading the item titled IRS.gov Offers 
Help For Small Businesses. You can 
subscribe to have the Digital Dispatch 
delivered to your email inbox if you're 
so inclined. Visit www.irs.gov/help 
/page/0„id=13156,00.html, type your 
email address into the box, and then 
click Submit. 

Tax Law Changes 

Tax law changes about as often as a 
chameleon in a clothes drier with your 
coloreds, but you don't need to quit 



Funwithtaxes.com 
Fact Sheet 



In 2000 Gail Perry took the skills she 
acquired as an author, freelance 
writer, educator, and contributing ed- 
itor for Accounting Today and applied 
them to creating Funwithtaxes.com as 
a straightforward tax guide. Even back 
then, Gail Perry's uncommonly named 
site linked to more than 100 articles 
that covered all aspects of finances 
and taxes. Many of the articles appear 
in a Q&A format, and all of them are 
written in plain English— with a bit of 
humor. Funwithtaxes.com eventually 
grew to feature Gail's WebCPA 
.com articles. 

Due to the ever-changing tax 
code, Funwithtaxes.com has evolved 
from making the full archive of past 
articles freely available, but you can 
still find the more timeless advice by 
scrolling to the bottom of the main 
page, typing a query into the Search 
Fun With Taxes text box, and then 
clicking the Search button. For your 
convenience the site also lets you 
search the Web with a Google 
search box. I 



your day job to stay on top of things. 
Click the Tax Law Changes link from 
the navigation buttons at the top-left 
corner of the home page to see the 
most recent tax law changes. For the 
most part, this page doesn't see many 
updates until the approach of tax 
season. At press time this page covered 
the raw figures, specific procedures, 
and rules that have changed for items 
such as education incentives, tax 
credits, and retirement plans. 
Also listed here are other year-to- 
year adjustments, such as the in- 
flation adjustments and the 
standard mileage rate increases 
from the previous year. The Tax 
Law Changes page also details the 
Earned Income Tax Credits in an 
easy-to-read chart. As soon as 
you have the necessary forms to 
file your tax return, check this 
page for any new rules that may 
affect your taxable income. 




Valuation Tables. This is a priceless 
tool for determining the amount of 
money the IRS will allow you to 
deduct for each item you donate to 
charity. Based on the Salvation 
Army's estimates, these tables list 
Ladies' Clothing, Men's Clothing, 
Children's Clothing, Dry Goods, 
Furniture, Sporting Goods, and 
Miscellaneous items. Each individual 
item has a high-range value and a 



~~~ 



Fun With Taxes Home Page 



ator of Fun . 



^JIRS 



IRS Updates 



The Site Map is a good place to start if you're 
looking for a specific page. 



Similar to the Tax Law Changes 
page, the IRS Updates page doesn't see 
many updates until tax season starts. 
This navigation button launches a page 
that describes the tax law changes for 
the current tax year. If the figures and 
terms on the aforementioned Tax Law 
Changes page have you seeing double, 
check out this page for a little more 
background information about the 
changes. Here, you'll find paragraphs 
that briefly explain what is different 
and links to the IRS pages that describe 
the changes in detail. 

Tax Tool Box 

You probably wouldn't tackle a 
major home-improvement project 
without basic tools such as a ham- 
mer and screw driver. Similarly, you 
shouldn't approach tax season without 
first familiarizing yourself with the 
proper information. Funwithtaxes 
.corn's Tax Tool Box is loaded with 
helpful tax-saving information gleaned 
from a variety of sources on the Web. 



low-range value depending on the 
condition of the item you plan to do- 
nate. Yes, you can donate your under- 
shorts, but don't expect the IRS to let 
you deduct more than $1 for a well- 
used pair. 

U.S. State Department Of Revenue 
And State Tax Forms. As you might 
have guessed, this link launches the 
same page as the State Tax Forms link 
from the Home page. Click any of the 
states from the map to visit that state's 
Department Of Revenue Web site. 

Tax Deduction Finder. Click this 
link to load the TurboTax Deduction 
Finder. Use this resource to get all of 
the tax breaks you're eligible for from 
among the more than 120 tax credits 
and deductions offered. Click the 
menu items on the left side of the 
Deduction Finder to determine your 
types of expenses, types of deduc- 
tions, and the specific deductions. 
The Deduction Finder will ask you 
questions about what you paid and 
then tell you whether the IRS will 
allow those deductions. Finally, the 
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Deduction Finder will display infor- 
mation concerning how to proceed. 

Tax Estimator. The Tax Estimator 
comes to you from TurboTax.com 
and helps you figure out whether you 
owe taxes or are due a refund at tax 
time. You can find this tool by visiting 
www.turbotax.com/tax_tips_and_re 
sources/tax_calculators.html and 
clicking Tax Estimator from the 
General Tax Planning box. The Tax 
Estimator loads a wizard-like inter- 
face that walks you through the 
process of planning for the upcoming 
tax season. The Tax Estimator asks for 
your personal information, earnings, 
investments, retirement and educa- 
tion funds, expenses, deductions, 
withholdings, and tax payments. 
When you're finished, the Tax 
Estimator gives you an Action Plan 
for making your tax time as manage- 
able as possible. 

A "Qualifying Child." This Tax 
Tool Box link refers you to an IRS.gov 



Tips For Using Fun With Taxes 



Explore the Site Map. The best way to find your way around this site is to click 
the Site Map link at the top of any Funwithtaxes.com page. From this outline you 
can see a snapshot of all of the pages that make up Funwithtaxes.com. Click any 
of the named links to quickly access that page. 

Start at the top. If you find yourself frequently returning to Funwithtaxes.com, 
check the top-middle column of the home page for the latest news, articles, and 
information. Next, click the IRS Digital Dispatch link below the Fun With Taxes 
Quick Links to read the latest news from the IRS. 

Time to file. When it's time to file your taxes, head to the Fun With Taxes 
Quick Links and click the links for Tax Forms, Publications, and Instructions under 
Federal and State. The Federal links take you to the IRS.gov site, and the State links 
take you to a clickable U.S. map. Click the state in which you're paying taxes to see 
that state's Department Of Revenue Web site. I 




The Site Map is a good place to start if you'i 
looking for a specific page. 



Web page. According to the Working 
Families Tax Relief Act of 2004, a 
"qualifying child" must fit the Rela- 
tionship, Residence, Age, and Support 
qualifications listed on this page in 
order for you to claim the tax benefits. 
If you have a qualifying child, you 
may be able to claim head of house- 
hold filing status, the exemption for a 
dependent, the child tax credit, the 
child and dependent care credit, and 
the earned income tax credit. 



Sales Tax Deduction Option. This 
IRS page instructs tax payers how to 
claim state and local sales taxes in- 
stead of local income taxes for certain 
items. This is beneficial for those tax 
payers who want to itemize their de- 
ductions. Eligible sales taxes include 
those paid on a new motor ve- 
hicle, aircraft, boat, home, or 
home building materials. 

Electronic Payment Options 
For 2005. The IRS has joined 
with credit card companies and 
tax- software developers to enable 
you to pay your taxes electroni- 
cally. This page describes the 
program and how to enroll. 

2005 IRS e-file. You've prob- 
ably heard about e-file, the IRS's 
electronic tax filing service, but 
this page delineates the advan- 
tages of using the system. With e- 
file, you don't need to send any 
physical paperwork (thanks to 
electronic signatures); your return is 
checked for errors before it's sent off; 
it's processed faster; and best of all, 
it's free. This page also covers filing 
for extensions, using TeleFile to file 
your taxes by phone, and arranging to 
have your tax return check deposited 
directly into your account. 

Tax Packages — 2005 Filing Season. 
When you click this link, the IRS Tax 
Packages page loads in your browser. 
This page lists the various Tax Packages 



that the IRS mails out. Here, you'll find 
some specific information about how 
to handle Name Labels, 1040-V forms 
(a payment voucher mailed separately), 
and TeleFile packages. 

Free Tax Help Available. If you're 
like the rest of us, taxes are like a for- 
eign language. The IRS feels your pain, 
and help is probably easier to find than 
you think. You can get help via the 
Internet, fax, and telephone or in 
person. This page describes the re- 
sources you can tap should you run 
into a tax-related roadblock. The 
page lists help for the various filing 
methods, as well as where to call for 
Braille tax material and non-English- 
speaking taxpayer assistance. This page 
also links to the IRS Guide To Free Tax 
Services (www.irs.gov/pub/irs-pdf 
/p910.pdf), for which you'll need 
Adobe Acrobat Reader 

Have Fun 

The words "fun" and "taxes" make 
strange bedfellows, but at Funwithtaxes 
.com, the site's creator has developed a 
winning formula by presenting perti- 
nent and accessible tax advice in simple 
terms. Despite her word association 
skills, Gail Perry's Funwithtaxes.com 
can help you hold onto more of what 
you earn, and that's always fun. gs] 

by Andrew Leibman 
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AARP Tax-Aide 

Let AARP Help You Prepare For Tax Season 




AARP, formerly the American 
Association of Retired Per- 
sons, has been known for 
decades as a stable nonprofit 
organization designed to provide ser- 
vices and support for anyone over age 
50. The organization, which has 
members worldwide, is dedicated to 
promoting community service, in- 
forming individuals of important 
consumer and legal issues that pertain 
to this age group and offering many 
products and services to its members. 
One of these services is assistance 
with financial issues, including tax 
preparation and filing. In the Tax- 
Aide section of AARP's Web site 
(www.aarp.org/money/taxaide), you 
can find important information to 
help you get ready for tax season. 

Find Financial Help 

The Tax- Aide part of the Web site is 
part of the Money And Work section, 
which you can access through the 



Money And Work link near the top of 
the home page. The Money And Work 
section offers areas of financial guid- 
ance such as Financial Planning And 
Retirement, Social Security, Credit 
And Debt, and Be A Wise Consumer. 
The Tax-Aide section is directed 
specifically toward those who need 
help or information about filing tax re- 
turns, how long the process takes, how 
to file for an extension, and so on. 

Navigating through the Tax- Aide 
portion of the AARP Web site is 
simple. Click Money And Work, and 
the Topics In Work And Money menu 
will appear on the left side of the page. 
If you want to explore information on 
one of the Money And Work topics 
mentioned above, click its link in the 
menu. To look at Tax- Aide informa- 
tion, click Tax- Aide, and a menu of 
subcategories will appear under that 
heading. This list contains the fol- 
lowing choices: Tax Preparation, 
Online Tax Counseling, and Volunteer 
With AARP Tax- Aide. 



After you choose Tax- Aide, you will 
see several featured topics in the main 
part of the page. At press time, the 
Tax- Aide section main page discussed 
such topics as "Where's My Refund?," 
"Got An Extension?," and "Volunteer 
With AARP Tax-Aide." Click any of 
the links listed in the article sum- 
maries to access the information. 

When you are working with any 
topics within the Tax- Aide part of the 
menu, the Topics In Money And 
Work menu remains on the left side 
of the screen, and the main category 
buttons (Money And Work, etc.) re- 
main at the top of the page for quick 
access to AARP topics. 

The left side of the page also con- 
sistently displays a field where you 
can sign up for the AARP newsletter, 
find Money And Work Discounts, 
and explore related links, such as the 
Retirement Calculator and Workforce 
Resource Center. 

Tax Preparation 

The first subcategory of the Tax- 
Aide section is Tax Preparation. This 
part is designed to give you all the in- 
formation you need to know when get- 
ting ready to do your taxes. It covers 
some basic information, including (as 
of press time) an article called "Filing 
Your Federal Tax Return," but it also 
dives into other topics such as how you 
can get a copy of your tax return and 
an alert from the IRS regarding several 
tax scams that consumers need to be 
aware of and avoid. These articles are 
in a list in the middle of the page; the 
article's heading is a link to view the in- 
formation, and under each heading is a 
summary of what you will find if you 
click that link. 

Other article topics available at 
press time include how to get a copy 
of your tax return, IRS announce- 
ments about interest rates, what 
customers of Tax- Aide's volunteer 
program are saying about it, what 
documents you need to take to your 
tax counseling meeting, where to find 
a Tax- Aide volunteer site near you, tax 
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law changes for tax returns and IRAs, 
and how to avoid errors and tax argu- 
ments when filing your paperwork. 

The section about the IRS' warn- 
ings of consumer tax scams offers 
good suggestions for being wary while 
preparing to file your taxes, including 
watching out for tax preparers who 
may use your personal information to 
steal your identity, being careful when 
claiming how much money you gave 
to charities, and being aware of credit 
counseling agencies' methods for get- 
ting more of consumers' money than 
they should, among others. 

The "Get Help With Your Tax Re- 
turn" and "Find The AARP Tax- Aide 
Site Nearest You" articles direct you 
to information about AARP's Tax- 
Aide services so that you'll know 
when and how to get in contact with 
this volunteer service in your area. 

If you are doing your own taxes, 
definitely check out the Important Tax 
Law Changes link, which describes 
some important changes that occurred 
in 2003 and provides a link to Tax Tip 
2005-11 from Jan. 17, 2005, on the 
IRS' Web site, which tells you how to 
access "Publication 17, Your Federal 
Income Tax," a document that dis- 
cusses many common tax issues. 

Online Tax Counseling 

In the Online Tax Counseling sub- 
category, the links along the left, top, 



AARP Tax-Aide Fact Sheet 



The AARP launched its Web site, including the Tax-Aide section of the site, in 1995. 

Though the Tax-Aide section initially provided basic information about AARP's 
Tax-Aide program, it has evolved into an interactive site, letting users submit fed- 
eral tax questions online and find the nearest brick-and-mortar AARP Tax-Aide site 
(open from Feb. 1 through April 15 every year). Recently, AARP provided users with 
access to the IRS via links to IRS.gov and IRS instructions and forms. 

The site is primarily designed to reach an audience that is 50 or older, but it also 
appeals to individuals 49 and younger who need help with tax questions that re- 
late to older taxpayers, such as an elderly parent. 

The AARP updates the Tax-Aide Web site based on the latest information from 
the IRS Web site. AARP chooses information that would be valuable to older 
taxpayers and rotates feature articles when necessary. During tax season (Feb. 1 
through April 15), AARP updates its site weekly. 

The basic layout and look of the AARP Web site likely won't change much in 
the near future, as the site, including the Tax-Aide portion, had a makeover in 
spring 2005. 

The AARP Tax-Aide Web site is currently maintained by David Alexander, a pro- 
gram consultant for the Tax-Aide program. He provides weekly updates during 
the busiest time of the year — tax season — and occasionally updates the site 
during the off-season. I 




AARP's Web site lists main categories at the top of 
its Web pages for easy access to various topics. 



and right all remain the same as those 
in the Tax Preparation section. How- 
ever, the main section in the middle 
of the page changes to an area of 
FAQs. If you don't see a category that 
could answer your question, you may 
ask your own question of the AARP 
volunteers by clicking the 
Ask You[sic] Own Federal 
Tax Question link toward 
the top of the page. 

Among the FAQs that 
the site offers are categories 
including Who Must File 
/Which Form To Use, Tax- 
able And Non-Taxable In- 
come, Exemptions, IRA 
Distributions And Deduc- 
tions, Pensions, Taxable 
Social Security, and more. 

Who Must File/Which 
Form To Use is a helpful sec- 
tion that gives questions as 
scenarios with answers about 



what someone in each situation 
would need to do when filing a tax re- 
turn. For example, the site tells you 
how to handle taxes for an elderly 
family member who receives a pen- 
sion and Social Security or what a 
single mom who is a full-time student 
should do about her taxes. 

The Sale Of Home section of FAQs 
helps you figure out what deductions 
you can get when dealing with issues 
about your home, such as buying 
your home, what happens if you lost 
your home during that year, or what 
exemptions you may be eligible for if 
you want to sell your home before 
you have lived in it for two years. 

The AEIC, Payments And Earned 
Income Credit section discusses in 
what situations a person can get the 
EITC (earned income tax credit) 
depending on the situation that person 
has with his child, grandchild, or other 
dependent. It also discusses how 
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alimony and child support pay- 
ments can affect your ability to get 
the EITC. 

The other categories of FAQs 
offer guidance about a wide va- 
riety of topics and would, at the 
very least, help someone come up 
with helpful questions for her ac- 
countant as filing day approaches. 

Volunteer With AARP Tax-Aide 

This section explains what 
AARP and the Tax- Aide program 
are all about. It covers AARP's 
commitment to service, commu- 
nity service programs, and links to 
Tax- Aide information. 

If you have an interest in becoming 
a volunteer for the Tax-Aide pro- 
gram, this is the place to do it. You 
can apply to be a volunteer by clicking 
the Volunteer Application Form link 
and filling out the application. To 
learn more about the program, click 
Volunteer With AARP Tax- Aide. 

If you aren't sure what to think 
about the Tax- Aide service, the What 




The Volunteer With AARP Tax-Aide section lets 
you know how you can give some of your time as 
a Tax-Aide volunteer. 



T 



T 



Others Are Saying About AARP Tax- 
Aide link is sure to help you get a better 
picture of how well- received the pro- 
gram is. This link shows feedback from 
a Tax- Aide volunteer, sponsor, and 
several clients. The service seems to be 
helpful; as one client says, "My father is 
a resident in a retirement community. 
Your [AARP Tax-Aide] volunteer 
spent hours and hours with him, 



helping him with his taxes. He has 
recently become very sick and con- 
fused. Your volunteer was won- 
derful, a saint. She helped him with 
a really tough spot. She went way 
beyond the call of duty and I just 
wanted to thank you." 

This part of the Web site might 
be just what you need to direct you 
to the tax assistance you need or 
help you decide if you want to 
spend some of your time giving to 
an organization such as this. 

Use Your Resources 

Because most of the AARP 
Web site is accessible to anyone, 
not only members, you may find just 
the guidance you need from the 
AARP volunteers or information on 
its site. At the very least, AARP's 
Tax- Aide section teaches about the 
tax process and stipulations, which is 
sure to help anyone be a more know- 
ledgeable citizen, [bs! 

by Jennifer Suggitt 



Get Around AARP.org & Its Tax-Aide Section 



AARP's Web site is full of information in many categories, 
from Learning And Technology to Travel to Fun And 
Games. But if you are concerned about your taxes and fi- 
nances, stick to the Money And Work section. Here are 
some tips for making the most of AARP's Web site and Tax- 
Aide section. 

• The AARP Web site uses cookies to keep track of whether 
you have visited its site before. If you would rather not have 
this site's cookies watching your every move, you can find 
an article in the site's Learning And Technology section 
(click Computers And Technology in the left menu, click 
How To Guides, and then click the "Understanding 
Cookies" article) that will teach you how to disable your 
browser from accepting these cookies. Note, though, that 
certain features of AARP.org or linked sites may not work if 
you disable the cookies. 

• Use the category buttons on the top of each Web page to 
work your way through the site. You can always find the 
Money And Work button at the top to take you back to fi- 
nancial information. 



After you select a category at the top of the page, that cate- 
gory's menu, such as the Topics In Money And Work menu 
for Money And Work, will remain on the left side of the 
page whenever you are working within that category. 

When working in the Tax-Aide section of the Topics In 
Money And Work menu, the left, top, and right sides of the 
pages contain the same information and links, no matter 
which Tax-Aide subcategory you choose. 

Easily find your way back to membership information by 
using the subcategories in the AARP Membership menu 
along the right side of each AARP Web page. 

Find FAQs about many tax-related topics, such as exemp- 
tions and pensions, in the Online Tax Counseling subcate- 
gory in the Tax-Aide section of the Topics In Money And 
Work menu. 

You can view the entire site in Spanish if you click the 
Espanol link in the upper-right corner of any page within 
AARP's Web site. I 
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Dollars & Sense 

ThinkGlink.com Dispenses 
Practical Financial Advice 




Few of us are financial experts, 
so we often have to rely on 
professional services to help us 
make important financial deci- 
sions. There are times when you may 
need a paid, face-to-face consultation, 
but there are also times when you can 
learn from a professional without ever 
stepping foot outside your home. Ilyce 
Glink is a well-known financial re- 
porter, columnist, and author who of- 
fers ThinkGlink.com (www.thinkglink 
.com), a Web site filled with free finan- 
cial tools and articles about a variety of 
subjects related to money and real es- 
tate. You can learn more about Glink 
in the "Who Is Ilyce Glink?" sidebar. 
The resources at ThinkGlink.com can 
help you make better financial deci- 
sions, but the site also provides many 
ideas for making more financially 
sound day-to-day choices. 



Get More Than You Paid For 

At first glance, ThinkGlink.com can 
look overwhelming. There is a lot of 
information at the site, and it can be 
hard to know where to start. Once 
you're familiar with Glink' s Web site, 




ThinkGlink.com is the Web site of Ilyce Glink, 
a financial author, columnist, and reporter. 



however, you can locate helpful re- 
sources quickly. Along the bottom 
edge of the site's banner, you'll find 
links for Real Estate, Personal Finance, 
Consumer Issues, and Making Money. 
These links divide the site into its four 
main themes. Click any of these links 
to see a page with related articles, orga- 
nized by subtopics. The bottom of the 
banner also has a link to Tools, where 
you can use ThinkGlink. corn's finan- 
cial calculators. The left side of the 
page contains links that are organized 
by resource type. You'll see links for 
Home, Books By Ilyce, E-Books By 
Elyce, Recommended Books, Question 
Of The Week, Tip Of The Week, 
WGN-TV Stories, Articles By Ilyce, 
Real Estate Lawyer, The Bookstore, 
Tools, Resources, Glossary, and 
Contact Ilyce. 

The center of the page is organized 
by the same topic headings that you 
see under the banner at the top of the 
page. Under each heading, you'll see 
links to various subtopics. For in- 
stance, under Personal Finance Tips, 
you'll see subcategories, such as 
Credit And Debt, ID Theft, Saving 
For College, and Money Savvy Kids. 
Click any subcategory to see a list of 
ThinkGlink.com articles relevant to 
that subtopic. The ThinkGlink.com 
home page also lets you sign up for 
Ilyce's Newsletter, link to Ilyce's 
Media Outlets, and check the week's 
current mortgage rates. 

Financial Toolbox 

Once you are familiar with the 
site, you can locate resources 
fairly quickly. We'll cover some 
of ThinkGlink.com's most useful 
features in detail below. Also, see 
the "Glink In A Blink" sidebar 
for additional tips about navi- 
gating the site. 

One of the most useful sections 
of ThinkGlink.com is the Tools 
page, which you can find in the 
menu on the left side of the page 
or from the Tools button under 
the banner at the top of the page. 
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The tools include a Loan Calcula- 
tor, Refinance Calculator, Amortiza- 
tion Schedule, Buydown Calculator, 
Buy vs. Rent Calculator, Debt Con- 
solidation Calculator, Mortgage 
Qualifier Calculator, and Closing 
Cost Calculator. 

Loan Calculator. This tool lets you 
calculate the specifics of a loan. There 
are fields for Loan Amount, Interest 
Rate (As A Percent), and Term (In 
Years). In the Loan Amount field, 




Articles at ThinkGlink.com are organized by 
category and subcategory, with topics such as 
Money Savvy Kids and Retirement Planning. 

type the amount you want to borrow. 
In the Interest Rate (As A Percent) 
field, type the interest rate you expect 
to receive. Finally, type the number of 
years you would like to repay the loan 
in the Term (In Years) field and click 
the Calculate button. The Loan 
Calculator will display the estimated 
amount of your monthly payments in 
the Monthly Payments (Principal And 
Interest) field. 

Refinance Calculator. ThinkGlink 
.com also has a Refinance Calculator, 
which you can use to assess the option 
of refinancing your home. This tool 
can help you decide if this is the right 
time to refinance or if it would be 
better to wait. The calculator will 
show you how your mortgage pay- 
ments would be affected. You can also 
see how long it would take to recover 
closing costs after you refinance the 
loan. Type the requested amounts in 
each of the fields, except for those 
that are highlighted blue. After you 



type an amount in a field, press the 
TAB key, and the blue fields will up- 
date to show the new amounts. 

Amortization Schedule. One of the 
ways you can better manage your fi- 
nances is to have a clear picture of how 
much you're paying in interest vs. 
principal. The Amortization Schedule 
tool will show you how much you pay 
in principal and how much you pay in 
interest for each payment you'll make 
over the life of the loan. Enter the re- 
quested information in the 
Anticipated Amount Of House; 
Amount Of Down Payment; 
Anticipated Interest Rate (.00 
Format); Anticipated Length Of 
Loan, In Years; and Start Date Of 
Loan (Month And Year) fields. 
Then click the Calculate button. 

ThinkGlink.com will then 
summarize the House Price, 
Down Payment, and # Of Years 
below the Calculate button. 
You will also see the calculated 
monthly payment. Scroll down 
to see a list of all monthly pay- 
ments you will make over the life 
of the loan. Next to each month 
and year, you'll see the amount you'll 
pay in interest that month and the 
amount of principal you'll pay each 
month. You can see that initially most 
of your payments are going toward 
paying off interest. As you approach 
the end of the loan period, less of 
your payment goes toward interest 
and more of the payment is applied 
toward reducing the principal. 

Buydown Calculator. Buydown 
mortgages are different than other 
types of mortgages, so you may 
want to use a special tool, Think 
Glinkxom's Buydown Calculator, 
to determine the savings you can 
achieve by taking advantage of an 
interest-rate buydown program 
for your mortgage. It is important 
to do the calculations for a buy- 
down mortgage because the buy- 
down program is more beneficial 
for some than for others. It de- 
pends on the circumstances and 



Who Is llyce Glink? 



I 



lyce Glink may not be a household 
name, but the chances are good 
that you've seen, heard, or read her 
work. She writes a syndicated news- 
paper column called "Real Estate 
Matters" and is a financial news re- 
porter for Superstation WGN-TV. 
Glink also provides commentary for 
NPR's (National Public Radio) "Sound 
Money" and has made appearances 
on television stations such as CNN 
(Cable News Network) and on pro- 
grams such as "Oprah." You may also 
have seen one of Glink's lengthier 
works. She has written many financial- 
planning books, including "50 Simple 
Things You Can Do To Improve Your 
Personal Finances," "10 Steps To 
Homeownership," and "50 Simple 
Steps You Can Take To Disaster-Proof 
Your Finances." I 



To use the Buydown Calculator, 
type the appropriate numbers in the 
Loan Amount, Term (In Year), Base 
Interest Rate (Before Paying Points), 
Discounted Interest Rate (After 
Paying Points), and Discount Points 
fields. Then click the Calculate button. 
The amounts ThinkGlink.com dis- 
plays for Monthly Payment With 
Base Interest Rate, Monthly Payment 
With Discounted Interest Rate, and 
Number Of Months To Break Even 
were shown in a light gray font. 




the details of the loan. 



The Loan Calculator is a useful tool for 
estimating monthly mortgage payments. 
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The Amortization Schedule can show you 
how much principal and interest you will 
pay each month. 

; r 

According to ThinkGlink.com, the 
buydown option is a wise move for 
you if you plan to live in the home 
longer than the number the Buydown 
Calculator lists for the Number Of 
Months To Break Even. 

Buy vs. Rent Calculator & Debt 
Consolidation Calculator. ThinkGlink 
.com also lists a Buy vs. Rent Calcu- 
lator and a Debt Consolidation Cal- 
culator. However, at press time, these 
tools were not available. When we 
clicked the Buy vs. Rent Calculator or 
the Debt Consolidation Calculator 
link, Internet Explorer displayed a The 
Page Cannot Be Displayed error page. 
When the Buy vs. Rent Calculator is 
available, it can help you compare the 
costs of buying vs. renting a home. 
Similarly, the Debt Consolidation 
Calculator can help you determine 
whether you can benefit from consoli- 
dating your loans. 

Mortgage Qualifier Calculator. The 
Mortgage Qualifier Calculator could 
be beneficial to many prospective 
home buyers. This tool helps you cal- 
culate how much money you can real- 
istically spend on a home. To use this 
calculator, type your Monthly Income 
(Before Taxes), Down Payment, 
Monthly Debt Payments (Automo- 
bile, Credit Card, And Other Personal 
Debt), Loan Term (In Years), and 
Interest Rate in the designated fields. 
Then click the Calculate button. 
In light gray font, you will see the 
amount you can afford to take out for 



a mortgage, the Maximum 
Purchase Price, and what you 
can afford as Monthly Payments. 
Using the Mortgage Qualifier 
Calculator can help you avoid 
spending too much money on a 
house and taking on more debt 
than you can manage. Remem- 
ber that when calculating what 
monthly payment you can af- 
ford, you should also evaluate 
costs for monthly expenses that 
the calculator doesn't take into 
consideration, such as mainte- 
nance and utilities. The bigger 
the house you buy, the more ex- 
pensive those expenses will likely be. 

Closing Cost Calculator. This 
ThinkGlink.com tool helps you assess 
the costs involved with closing a home 
loan. Closing costs can often add up 
quickly, so planning for such costs 
ahead of time is a wise financial move. 
To use this calculator, type your Loan 



Glink In A Blink 



Amount and Points in the designated 
fields. Then click the Calculate button. 
ThinkGlink.com will show you a 
number of fees and other associated 
expenses that you will most likely en- 
counter when you close your loan. 
The Total Estimated Closing Costs 
field shows you a number that is likely 
close to the total amount you will pay. 

Manage Your Moolah 

Once you familiarize yourself with 
ThinkGlink.com, you will have quick 
access to many financial tips and 
calculators, as well as articles about 
personal finance and real estate. 
ThinkGlink.com may not replace 
your financial advisor or realtor, but 
it can help you understand more 
about money, make wiser day-to-day 
decisions, and plan for the future. Qjs] 

by Kylee Dickey 



The key to finding information at ThinkGlink.com is knowing the most efficient 
way to navigate the site based on your needs. The site provides something for 
everyone, with detailed information about specific types of investments, as well as 
general tips for handling your money better. Below are several tips to help you get 
the most from llyce Glink's online resources. 

• If you have a specific question or are seeking information about a specific topic, 
you will probably want to start by clicking one of the categories shown on the 
bottom of the ThinkGlink.com banner. For instance, if you want to know more 
about reducing your credit card debt, the quickest way to find this information 
is to click the Personal Finance button under the banner. Then click More Credit 
And Debt Articles to browse for articles about managing credit card debt. 

• If you don't have a specific question but just want to learn more in general about 
finance and real estate, clicking the links on the left side of the page is a conve- 
nient way to find general money- and investment-related resources. You can 
browse site features, such as the Question Of The Week and the Tip Of The 
Week. Many of Glink's "Real Estate Matters" columns are printed in the Articles 
By llyce section. You can also find recommendations for offsite financial re- 
sources by clicking Books By llyce, E-Books By llyce, and Recommended Books. 
Click Resources for a collection of links to Glink's favorite Web sites. 

• If you run across any financial terms that you aren't familiar with, ThinkGlink 
.com can help. To look up a financial term's definition, click Glossary on the left 
side of any ThinkGlink.com page. Click one of the linked characters at the top of 
the Glossary page to jump to terms that start with a number or with a specific 
letter. Click the linked term to read a definition and to search for related articles 
on ThinkGlink.com. I 
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Frugal Corner Helps You Save 
Money & Find Happiness 




Penny pinching in the digital 
age isn't an agonizing chore 
composed of coupon clip- 
ping sessions — it's an art 
form that blends thrifty spending 
habits with social consciousness. 
That's basically the mission statement 
of Frugal Corner (www.frugalcorner 
.com), a Web site loaded with tips 
and resources that are all geared to- 
ward helping people alter consumer 
lifestyles that drain their finances and 
threaten to strain social and environ- 
mental resources, too. 

There's a lot of information acces- 
sible through the Frugal Corner site. 
So much information, in fact, that 
you might change the way you think 
about the way you earn your money 
and how you spend it, too. You'll find 
a lot of eye-opening articles and tips, 
so if you're always looking for ways to 



cut spending and feel good about it, 
you've come to the right place. 

Not For Cheapskates 

When you see this Web site's name, 
you might immediately wonder if it's 
targeted at stingy folks who'll waste 
nary a penny on a good or service 
they can find someplace else for less. 
In reality, Frugal Corner is less about 
developing your inner cheapskate and 
more about responsible consumption. 

Fittingly, the Web site itself is re- 
markably stripped down, devoid of 
fancy graphics and banner ads that fill 
so many sites. You'll see a link to the 
Frugal Living newsgroup on Google 
(misc.consumers. frugal-living) at the 
top of the page, a short introduction 
that explains the site's content, and a 
Google search box that will help you 



find information on specific topics. 
Below the search box is a list of links 
to Web-based consumer resources. 

Consumer Connections 

Though you see only one short link 
to the Frugal Corner newsgroup, this 
group really is the heart and soul of 
the site. It lets an unlimited number of 
people share ideas and tips on living 
economical lifestyles and on how to 
avoid pitfalls that come with leading a 
life that centers on consumerism. 

Because Google powers this news- 
group, it's set up similarly to the other 
newsgroups hosted by the juggernaut 
search engine. The main body of the 
newsgroup page is filled with message 
topic headers and short excerpts that 
give you an idea of the kind of mate- 
rial you can expect to see in each 
discussion. Just below the excerpt, 
you'll see a number that indicates the 
number of messages in each thread. If 
you click the Read More link, you'll 
be able to see the entire message and 
its replies. Click the View Titles Only 
link on the right side of the page, and 
Google removes the excerpts and dis- 
plays only message subject lines. 

The first page of the newsgroup 
displays the most recently posted dis- 
cussions. On the right side of this 
page when viewing with message text 
(not titles only), you'll see a headline 
named Active Older Topics, which 
lists the more active discussions (at 
press time, this list covered topics 
such as Frugal Groceries and Heating 
With Wood) within the newsgroup. 
Browse through the message subjects 
and you'll see all sorts of ideas for get- 
ting better deals on products and ser- 
vices. On any given day, you might 
see messages concerning alternatives 
to mothballs, home loan approval 
procedures, dates and information 
about solar power workshops, yogurt 
recipes, or careful shoppers showing 
off their latest garage sale finds. 

Many people who frequent this 
newsgroup have a yard sale mentality 
that pushes them to find great deals 
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Frugal Corner Fact Sheet 



Frugal Corner was announced as a 
newsgroup Nov. 21, 1995. The 
purpose of this newsgroup, of course, 
was to offer a forum in which people 
could share ideas about minimizing 
consumption and expenditures 
without sacrificing happiness. The 
Frugal Corner Web site also became 
operational in 1995, and the site 
moved to its current www.frugal 
corner.com URL April 26, 2001. I 



on used products, matching Frugal 
Corner's emphasis on product reus- 
ability. That's why many posts here 
also focus on how to use simple repair 
techniques to fix home appliances 
that many people discard as irrep- 
arable. Search through enough of this 
newsgroup, and you'll find dozens of 
fix-it stories in which the message's 
author saved a lot of cash by repairing 
a used product instead of investing in 
a new one. 

In addition to discussing ways to 
reuse older products, many threads 
focus on economic issues facing most, 
if not all, consumers. For example, 
many messages share information on 
gasoline prices and include back- 
ground information on why prices 
fluctuate the way they do. True to 
Frugal Corner form, related messages 
offer suggestions for reducing the 
amount of money you spend on 
fuel. Many discussions turn into 
heated debates about politics and 
resource conservation, but most 
of the interaction is productive 
and devoid of the harsh and un- 
warranted criticism often found 
in other newsgroups. 

Web Resources 

After you peruse the Frugal 
Living newsgroup, you'll want to 
check the lists of Web sites on 
the Frugal Corner home page. 
The site divides these resources 



I — 



into different sections, includ- 
ing Automobiles, Bicycles, And 
Other Transportation; Books, 
Libraries, And Literacy; Camp- 
ing And Outdoor Living; and 
Cleaning And Cleaning Prod- 
ucts. You'll also see sections for 
Consumerism Issues; Simple 
Living And Sustainability; Ener- 
gy And Renewable Resources; 
Finances; Food, Cooking, And 
Groceries; Gardening; Hous- 
ing And Architecture; Medical; 
Personal Hygiene; Waste Re- 
duction And Recycling; Wed- 
dings And Marriage; and other 
similar categories. 

The links in these sections often 
point you to Web sites separate from 
the Frugal Corner newsgroup. Other 
links take you to other Google news- 
groups. For example, the very first 
link listed in the Automobiles, 
Bicycles, And Other Transportation 
section takes you to FuelEconomy 
.gov (www.fueleconomy.gov), a gov- 
ernment site that lists gas mileage and 
air pollution ratings for new and used 
vehicles. You'll also find information 
that will help you cut down on your 
gasoline use and tips on finding the 
cheapest gas in your city. 

If you're looking for a car, Frugal 
Corner will point you to IntelliChoice 
.com (www.intellichoice.com), a site 
dedicated to helping you get the best 
deal on the car you want. This Web 
site also contains many hyperlinks to 




fac Fr«*i ConB <FtlMt, wr Ac *ArtJb fee* Www IfatGftrftKi 






Go gle ...... , . ... 

InU'rnel KriiLiJl and OlMlmrr Rcwlrrc* 



Gcxjgle 




Most of Frugal Corner's information is stored 
away on its newsgroup, which Google hosts 
on its servers. 



True to its minimalist ethos, the Frugal Corner 
Web site is stripped down, devoid of flashy 
graphics and advertisements. 



information about vehicles with the 
best fuel efficiency. 

Too much stuff. A number of 
Frugal Corner's links lead you to sites 
lamenting lifestyles that gravitate to- 
ward excessive consumerism. These 
sites generally pinpoint the kinds of 
problems people create for themselves 
when they spend too much and save 
too little. 

One such site is called Overcoming 
Consumerism (www.verdant.net), a 
resource in the Consumerism Issues 
category that's designed to help con- 
sumers buy less, lead lives that are 
more environmentally friendly, and 
work less, too. As with Frugal Corner, 
this site is 100% free of advertise- 
ments and pop-ups, which helps you 
focus more on the information. 

Here, you'll find lengthy discourses 
discrediting the value of many staples 
in Western life, such as long work days, 
professional sports, and ubiquitous 
consumer goods designed to prevent us 
from overexerting ourselves during 
work and play. You'll also find equally 
detailed information about growing 
your own food, dumpster diving to sal- 
vage usable goods, growing healthy 
trees, and battling corporations that are 
detrimental to local communities and 
to the environment. 

Simply Living (www.simplyliving 
.org) under the Simple Living And 
Sustainability category is a similar site 
that promotes sustainable lifestyles that 
save money and help create stronger 
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communities. It points people to more 
Web resources and offers in-depth in- 
formation about topics such as global 
warming, oil consumption and oil 
prices, and community gardening. 

Foodie heaven. Because food ex- 
penditures require constant attention 
to detail, Frugal Corner contains 
many links related to this topic in the 
Food, Cooking, And Groceries cate- 
gory. You'll see links for farmer's 
market and food co-op directories; 
food safety resources; and even a 
Solar Cooking Archive, where you 
can learn how to design, build, and 
use your own solar cooker. 

However, most of the links in this 
section guide you to other news- 
groups where many people share 
food- related information. Penny- wise 
readers will like the alt.coupons news- 
group, which helps people find 
coupons they can use to get signifi- 
cant savings on the products they buy. 

Another newsgroup is called alt.cre- 
ative-cooking, where group members 
gather and share ideas for imaginative 
recipes and ways to save money on 
food. One recent thread focused on 
how to cook once per month for your 
family and then subsist on leftovers, as 
well as secrets for making perfect 
Southern- style collards. 

There are also newsgroups dedi- 
cated to sharing information about 



Tips For Using Frugal Corner 




Using Google Alerts, you can keep tabs on 
frugal topics of your choice. Google will email 
you an alert about chosen subjects at a 
frequency of your choosing. 



food co-ops, vegetarian cooking, 
budget-minded beer brewing, and 
winemaking. 

Because so much of the information 
linked to the Frugal Corner is about 
budget- minded and environmentally 
healthy choices, it's not a surprise that 
gardening resources are available here, 
too. There's a link for GardenWeb 
(www.gardenweb.com) in the Garden- 
ing category, a sprawling site that in- 
cludes more tips and techniques than 
you'll ever need for growing numerous 
flowers, vegetables, and fruits. This site 
has its own forum where gardeners 
sound off about the weather and their 
successes and failures. The Garden 
Exchange section of GardenWeb will 



The Google search box on the Frugal Corner Web site doesn't accomplish much 
because most of the useful information is linked to other sites. You can scroll 
through Frugal Corner to find informational resources fast. 

On the other hand, using the search engine in the Frugal Living newsgroup is a 
great way to find specific information without clicking through hundreds of mes- 
sages. Enter your search topic and click Search This Group, and you'll immediately 
see pertinent messages. 

Use Google Alerts to keep tabs on newsgroup subjects that interest you. On 
the left side of the page, click Groups Alerts. On the resulting page in the Create A 
Google Alert box, enter the search terms for your subject in the Search Terms 
field and select Groups from the Type drop-down menu. From the How Often 
drop-down menu, select the frequency of your alerts — choose As It Happens only 
if you're willing to be inundated with updates. Then enter your email address and 
click Create Alert. Keep in mind that you can always manage your alerts by 
signing into your Google account. I 



help you locate a hard-to-find 
plant or let you trade extra plants 
you don't need for plants you 
can't seem to find in your area. 

Waste not, want not. In addi- 
tion to reducing food-related 
costs, Frugal Corner is also dedi- 
cated to reducing pollution and 
material waste in the Waste 
Reduction And Recycling sec- 
tion. Many of the site's links refer 
to resources that offer ideas for 
reducing the amount of waste 
you produce each year. 

The StopWaste.org (www.stop 
waste.org) site is based in Cali- 
fornia, but many of its recycling 
tips apply to consumers located in 
any area of the country. For instance, 
a Recycling Guide brochure on the 
Residents page reminds people to use 
the four Rs of waste reduction: re- 
duce, reuse, recycle, and rot. 

For many people, junk mail ac- 
counts for a lot of paper-based waste. 
If you want to reduce this kind of 
waste (and lessen the annoyance of 
being bombarded by junk mail), 
Frugal Corner refers you to Junk- 
Busters (www.junkbusters.com), a site 
loaded with information on how to 
decrease the amount of telemarketing, 
junk mail, junk faxes, and spam that 
you receive. You'll find form letters 
that you can fill out and then send to 
the Direct Marketing Association indi- 
cating that you want to opt out of the 
mailing lists that target your home. 

Almost A Free Lunch 

Frugal Corner contains a lot of ad- 
vice that rails against the lifestyles of 
many Americans. Whether you agree 
with the site's politics, you'll find hun- 
dreds of ideas for reducing your daily 
expenditures. As you browse this site, 
you'll also find links to dozens of 
other Web sites and newsgroups con- 
taining enough information for you to 
overhaul your budgeting process and 
keep your expenses to a minimum. H 

by Nathan Chandler 
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It's Easy But Not 
Necessarily Free 

For A Credit Monitoring Service, 
Visit FreeCreditReport.com 




The threat of identity theft 
makes vigilance of your credit 
reports a must. To better pro- 
tect yourself and your good 
credit rating, you should carefully 
monitor your credit reports, espe- 
cially if you're planning to secure a 
mortgage and buy a home. But even if 
your financial needs are limited to 
keeping a couple of credit cards for 
use in an emergency, you'll still want 
to keep track of your accounts and 
make sure all reported activity is ac- 
curate and your own. 

Experian's FreeCreditReport.com 
Web site features a service (Triple 
Advantage) that takes a bit of the 
pressure off of you by monitoring a 
combined report from all three major 
reporting agencies Experian, Trans- 
Union, and Equifax. Triple Advantage 
is available for a 30- day free trial, and 



it includes one free copy of a com- 
bined credit report (meaning it in- 
cludes info from all three credit 
reporting agencies). One advantage to 
this report is that unlike the three free 
reports you can get each year from 
AnnualCreditReport.com (see "Give 
Yourself Credit" on page 148 in this 
issue for more information), the 
Triple Advantage report contains 
your credit score. 

Heather Greer from Experian 
public relations says, "A credit score 
is usually a three-digit numeric rep- 
resentation of an individual's credit- 
worthiness. It's calculated based on 
the credit data available in the 
consumer's credit file at the credit 
reporting company at the time the 
score is requested by the consumer 
or a lender. An important thing to 
remember is that a credit score can 



vary from month to month — even 
day to day." 

So why do you need to know your 
credit score? Greer explains, "Lenders 
use credit scores in addition to other 
criteria, such as employment and 
salary, when making lending decisions. 
Credit scores help lenders determine 
consumers' overall creditworthiness 
and their propensity to become delin- 
quent on future payments." 

If you're planning to buy a big- 
ticket item, such as a house or car, and 
your credit score may affect the in- 
terest rates you're offered or even your 
ability to secure a loan, it would be 
beneficial to get a copy of your credit 
report and credit score several months 
in advance. That way, if you notice 
anything unusual or suspicious, you 
have time to clear it up before a lender 
requests copies of your report. 

This offer for one free credit report 
from FreeCreditReport.com is good 
only for first-time users. If you've al- 
ready used the Triple Advantage ser- 
vice, you're not eligible for another 
free report, and if you don't cancel the 
service within 30 days, your credit card 
will be charged $12.95 per month. 

On the FreeCreditReport.com 
home page, you'll see three panels: 
More Informative, More Accessible, 
and More Peace-Of-Mind. These 
panels are also hyperlinks that take 
you to the first page of the two-part 
registration required to sign up for 
the Triple Advantage service. You can 
also click the Get Yours Now button, 
and you'll find yourself at the same 
secured registration site. Greer says 
Experian "continuously evaluates our 
Web sites to search for new ways to 
enhance the consumer experience. 
This includes changing the look and 
feel of the site." The three panels have 
changed a couple of times in the last 
several months, so don't be surprised 
to see a slightly different design. 

Button, Button 

As mentioned, once you click the 
Get Yours Now button, you're on an 
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From the FreeCreditReport.com home 
page, you can get started signing up for 
the Triple Advantage Monitoring ser- 
vice, which will generate one free copy 
of your credit report complete with 
your credit score. 

SSL (Secure Sockets Layer) site. This 
means information you provide here 
will be encrypted for secure transport 
over the Internet, and this is a good 
thing because you're required to pro- 
vide your first and last name, email ad- 
dress, street address, city, state, and ZIP 
code. Select either the Yes or No radio 
button in response to the Have You 
Lived At Your Current Address For 
More Than 6 Months? question. 

If you've moved in the last six 
months, Greer says, the credit re- 
porting agencies may not yet have been 
notified of your move or have a current 
address for you. Providing a previous 
address helps verify your identification. 

Beneath the question concerning 
your address, you'll see a Yes, Send Me 
Important Credit Information And 
Special Offers From Consumerinfo- 
.com And Other Experian Companies 
checkbox. There's a check in it by de- 
fault. If you don't want the informa- 
tion, be sure to remove the check. 

Click the Submit And Continue 
button. At the next screen, you'll need 
to create a username that's between six 
and 65 characters long. Create a case- 
sensitive password, also between six and 
65 characters long, and type it a second 
time to confirm it. You'll also have to 
answer a Reminder Phrase and Answer, 
such as What Is Your Favorite Color? 

You'll then need to type your Social 
Security number twice. Rest assured 
that the number doesn't appear on 



your screen; passersby won't be able to 
see it and copy down your number. 
Type your phone number, including 
the area code, and your mother's 
maiden name and select your birth 
date from the drop-down menus. 

Because this is a for-pay service, 
you'll also be required to enter a credit 
card number, the type of card, and its 
expiration date. Before submitting your 
information, read the Privacy Policy 
and Terms & Conditions. 

Click the Submit Secure Order 
button. The system takes a few minutes 
to verify your identity, and you may be 
prompted to answer a few more ques- 
tions. For instance, we had to select the 
company from which we have our 
home mortgage from a list of six com- 
panies and then select the range of the 
mortgage payment from a list. 

After another moment or two, you 
should see a screen with a verification 
number. Write down the number; 
you'll need it if you have any problems 
accessing information and have to call 
the toll-free customer- service number 
listed on the site. 

My Credit Center 

Once you're logged in, click the My 
Credit Center link at the top right of the 
page. The main page has boxes con- 
taining links for My Credit Reports, My 
Monitoring Alerts, and My Identity 
Theft Resources. Scroll down a bit, and 
you'll see your Credit Profile. In the 
Credit Profile section, you'll see a Credit 
Summary chart, which lists information 
about your credit accounts, such as the 
number of Satisfactory Accounts, the 
number of Now Delinquent/Now 
Derogatory Accounts (those that have 
notices of late or missed payments), the 
Percentage Of Credit Currently Avail- 
able, Public Records, and Number Of 
Inquiries (from potential creditors, in- 
cluding banks, credit card companies, 
retail stores, utilities, and even prospec- 
tive employers). Next to that chart, 
you'll see a Monthly Plus Score Track- 
ing graph. This reports your credit 
score on the day you sign up for service 



and tracks it for as long as you're 
a member. 

Scroll down a bit further to see a 
Debt Summary chart and a PLUS 
Score & Risk Level graph. This is the 
information potential lenders will 
check when you apply for a loan or 
credit card. You'll see your credit score 
and what level of risk you're consid- 
ered by most lenders. There's also a 
link to an analysis of the score, so you 
can see how the credit industry arrived 
at its assessment. For instance, if 
you're considered a low risk, you'll see 
a list of factors that positively affected 
your score (such as paying bills on 
time and having a low credit balance 
compared to the limits on your cards 
and loans). Conversely, if you're con- 
sidered a high risk, you'll see a list of 
factors that lead to the assessment and 
suggestions on how to lower your risk. 

My Credit Reports. After perusing 
the various options, you might want to 
print a copy of your credit report. In 
the My Credit Reports box, click the 
link for View Current Report. To see 
your full credit report, click the View 
Full Report button. To print a copy, 



Fact Sheet 



Heather Greer, Experian public rela- 
tions, says Consumerlnfo.com was 
founded in June 1995 and offered con- 
sumers access to their credit reports. 
FreeCreditReport.com was established 
by Consumerlnfo.com in January 1999 
as an additional destination for con- 
sumers to go and receive free copies of 
their credit reports with their free trial 
membership to a credit monitoring 
program. Consumerlnfo.com was ac- 
quired by Experian in April 2002. 
Today, FreeCreditReport.com offers 
consumers a free Experian credit report 
and credit score with a free trial mem- 
bership to Triple Advantage, a credit 
monitoring program that monitors all 
three national credit reports. More 
than 14 million consumers have 
checked their free credit reports from 
the Consumerlnfo.com family of sites. I 
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Toward the middle of the home page, you'll see a list of hyperlinks: About Us, 
Contact Us, Terms & Conditions, Privacy Policy, and Site Map. Click Site Map 
to see a list of links to additional services, tools, and information you can find at 
FreeCreditReport.com. 

If you leave your computer unattended for a few minutes to refill your coffee cup 
or answer the phone, your session will time out. Click the Click Here link to return 
to a sign-in screen. And remember that usernames and passwords are case sensi- 
tive, meaning that if you created them with a mix of upper and lowercase letters, 
you'll need to rekey them exactly to get back on the site. 

As you navigate the site, you'll see account numbers for every credit card and loan 
you've ever had. We were reassured that none of the account numbers appeared in 
their entirety. The last four digits of every account number are Xs. Any time you 
have to key in your social security number, it's blacked out, too, for added protec- 
tion of your sensitive information. I 



click the Printable Report button. 
YouTl also see buttons you can use to 
dispute information you find on the 
report and a guide to deciphering the 
information on your report. 

My Monitoring Alerts. As a member 
of Triple Advantage, you may take a 
peek at your combined credit report 
whenever you want to, but you can set 
up the service so that it alerts you when 
there's anything to see. Once you've 
initially combed through your credit 
report, and you have no reason to dis- 
pute anything, you can let the service 
take over. Triple Advantage monitors 
your combined credit report and noti- 
fies you when changes, including in- 
quiries to your account, new accounts 
opened, address change requests, and 
derogatory information are made to 
your report. Click the View Alerts link 
to see what changes have occurred. 
Keep in mind that every alert isn't a 
potential case of attempted ID theft. 
YouTl receive alerts when you open or 
close an account, pay off a loan, change 
your address, or any number of rela- 
tively innocuous activities. 

You can sign up to have the service 
send you text message alerts, too. To 
do so click the Update My Alert 
Preferences link, put a check in the 
Email And SMS Mobile Text box, and 



type your SMS Mobile Text Phone 
Number in the provided field. Click 
the Save Profile button at the bottom, 
and your cell phone will be alerted to 
changes made to your report. 

My Identity Theft Resources. At 
the upper-right section of the My 
Credit Center page, you'll see the My 
Identity Theft Resources box. Click 
the About Identity Theft link for gen- 
eral information about identity theft 
and steps you can take to help prevent 
it. As a Triple Advantage Credit 
Monitoring member, the Virginia 
Surety Company provides $50,000 in 
identity theft insurance. If you mon- 
itor your credit reports and regularly 
scan bank statements, you shouldn't 
be liable for more than $50 (as long as 
you catch illegal transactions and alert 
your bank within 30 days) if someone 
manages to get his hands on your ID 
and opens accounts in your name. 
However, as part of the cost of the ser- 
vice, it's nice to have the coverage just 
in case. Click the Virginia Surety ID 
Theft Insurance link for plan details. 

Click the Fraud Resolution link for 
steps you should immediately take 
upon discovering any unauthorized 
activity on your credit report. The 
final link in the box takes you to a 
Members Only Customer Care center. 



Here, you'll find contact information 
for the customer service center. And 
concerned about potential ID theft, 
the service asks you to not include 
your social security number in any 
correspondence (email or postal). 

Once you log out of your session, 
you can access your account again 
from the home page. Click the Member 
Login link near the upper- right side of 
the home page; you'll need to enter 
your Username and Password, and re- 
member, both are case sensitive, 
meaning if you used initial caps when 
you created the username, you'll have 
to use them again to log in. 

YouTl be asked to confirm your so- 
cial security number again, too. Type 
it and click the Continue button. 

Credit Resources 

This section is a cornucopia of con- 
sumer credit information. Here, 
you'll find Financial Calculators, a 
Credit Analyzer, a Credit Quiz, Credit 
Articles, and a Glossary of credit- 
related terms. The Credit Articles are 
packed with useful information for all 
things credit- related. YouTl find arti- 
cles on Debt & Divorce (you're both 
responsible for joint accounts, but 
what about business and personal 
accounts?), Fixed Mortgages (let 
you know exactly what you owe for 
the next 10, 15, or 30 years), Cash 
Advances (generally deemed risky and 
expensive), and 10 Things To Re- 
member About Credit Cards Over 
The Holidays, among many other 
useful topics. 

It's reassuring to have your com- 
plete credit history at your fingertips. 
And if you've blundered into some 
bad financial decisions, there's plenty 
of information on this site you can 
take advantage of to help clean up 
your credit. As you navigate the site, 
you'll undoubtedly come across sec- 
tions we didn't mention; there's just 
so much there, we couldn't possibly 
cover it all in one, short article. H 

by Kathryn Dolan 
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Give Yourself 
Credit 

Check Your Credit Reports 
At AnnualCreditReport.com 




Although it is easier than 
ever to get copies of your 
credit reports, there are still 
many people who do not 
take advantage of the opportunity to 
monitor critical information about 
their credit. The government now 
offers a Web site that lets you re- 
quest a credit report from each 
of the three major credit report- 
ing agencies once every year. We'll 
show you how to use AnnualCredit- 
Report.com to stay on top of the 
items in your credit file disclosure. 

As A Matter Of FACTA 

AnnualCreditReport.com is a joint 
venture of Equifax, Experian, and 
TransUnion, the three national CRAs 
(credit-reporting agencies). These 
agencies joined forces and created 



AnnualCreditReport.com in o 
to comply with FACTA (Fair 
Accurate Credit Transactions Act, 
sometimes called the FACT 
Act). FACTA requires that the 
three major CRAs each provide 
individuals with one free credit 
report each year. Although 
there are many Web sites 
through which you may request 
free copies of credit reports, 
AnnualCreditReport.com is 
the only site that is approved by 
all three national CRAs. It is 
also the only credit- report site 
sanctioned by the FTC (Federal 
Trade Commission) for com- 
pliance with FACTA. You can 
read more about the FACT Act 
and the history of AnnualCredit- 
Report.com in the "Fact Sheet" 
sidebar on the next page. 



rder 
and 
also 



Credit Where Credit Is Due 

To get started at AnnualCredit- 
Report.com, first select your state 
from the Select Your State drop -down 
menu under Start Here and then click 
Go. On the next page, you will need 
to complete a form so AnnualCredit- 
Report.com can determine your 
identity. Provide the requested infor- 
mation, such as First Name, Last 
Name, and Social Security Number, 
in each of the fields. In the lower-left 
corner of the page, you'll see a small 
green and blue box containing a series 
of numbers. Type the numbers you 
see in the field next to the box and 
then click Next. Click to select the 
checkboxes for each CRA from which 
you want to view a report. Click Next 
to continue. 

The next page informs you that you 
will leave AnnualCreditReport.com 
and go to the site of the first CRA you 
selected. Click the Next button to 
proceed. From this point on, proce- 
dures for requesting and viewing your 
credit report vary, depending on 
which CRA's report you are accessing. 

TransUnion. First, you need to set 
up a user account and confirm your 
identity with TransUnion. Make sure 
the personal information listed on the 
Welcome page is correct and then 
click Continue. Next, choose and type 



AnnualCreditReport.com 
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When are Free Annual Credit Reports available in my State? 



m 



Western Slates 


December 1 , 2004 


Midwest States 


[/,!!■;■ 1 2005 






b J - i-l Hi— : - i 

U.S. Territories 


September 1. 2005 



AnnualCreditReport.com is the only FTC 
(Federal Trade Commission)~approved Web site 
where you can download free credit reports in 
accordance with FACTA (Fair and Accurate 
Credit Transactions Act). 
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Fact Sheet 



AnnualCreditReport.com was launched as part of FACTA (Fair and Accurate 
Credit Transactions Act, also sometimes known as the FACT Act) of 2003. This 
act required that the national CRAs (credit-reporting agencies) each provide con- 
sumers with one free copy of their credit reports each year. 

The FTC (Federal Trade Commission) issued its final rule about FACTA in June 
2004. In this final ruling, the FTC mandated that the three major CRAs (Equifax, 
Experian, and TransUnion) must offer a centralized source from which consumers 
can request the free credit reports guaranteed through FACTA. AnnualCredit- 
Report.com is the centralized source mandated by the FTC. 

When consumers could request their first free reports depended on where they 
lived. The first people who could take advantage ofAnnualCreditReport.com were 
those who lived in Alaska, Arizona, California, Colorado, Hawaii, Idaho, Montana, 
Nevada, New Mexico, Oregon, Utah, Washington, and Wyoming. AnnualCredit- 
Report.com opened to these consumers on Dec. 1, 2004. On March 1, 2005, users in 
Illinois, Indiana, Iowa, Kansas, Michigan, Minnesota, Missouri, Nebraska, North 
Dakota, Ohio, South Dakota, and Wisconsin could also request free credit reports 
online. The second-to-last roll-out was on June 1, 2005, and included Alabama, 
Arkansas, Florida, Georgia, Kentucky, Louisiana, Mississippi, Oklahoma, South 
Carolina, Tennessee, and Texas. Finally, on Sept. 1, 2005, AnnualCreditReport.com 
opened to the remaining consumers (those in Connecticut, Delaware, the District 
of Columbia, Maine, Maryland, Massachusetts, New Hampshire, New Jersey, New 
York, North Carolina, Pennsylvania, Rhode Island, Vermont, Virginia, West Virginia, 
Puerto Rico, and the U.S. territories). I 



a username in the designated field. 
Choose a password and type it in both 
the Password and Confirm Password 
fields. From the Choose A Secret 
Question drop-down menu, select a 
question you can answer to prove 
your identity later if you forget your 
password. Type the answer to the 
question you selected in the Your 
Secret Answer field. Read the user 
agreement and click the Agree button. 

If you want to receive TransUnion 
newsletters and updates, type your 
email address in the provided field and 
click Yes, Please Keep Me Informed. If 
you don't want TransUnion to contact 
you, click No Thanks. 

TransUnion requires that you 
prove your identity by providing per- 
sonal information for two of three 
listed categories. These categories in- 
clude Installment Account Numbers 
(such as automobile loans, student 
loans, or mortgages), Revolving 
Account Numbers (such as credit 
card numbers), and Personal Address 



History (the street addresses at which 
you have lived). Click the I Have This 
button next to one of these three cate- 
gories and follow the instructions on 
the next page. For example, we chose 
Personal Address History. A list of 
streets on which we have lived ap- 
peared on the left side of the page. In 
the Street Address Number field, we 
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Begin by entering your personal information 
so the CRAs (credit-reporting agencies) can 
access your records. 



typed the address number of our pre- 
vious home at one of the listed streets. 
Then we typed the ZIP code for that 
street address in the Zip Code field. 
Then we clicked Next. 

After you complete the form for 
the first set of personal information, 
you will have to click the I Have This 
button for one of the remaining two 
categories of personal information. 
Follow the instructions on the re- 
sulting page to finish confirming 
your identity. 

YouTl have the option to request 
not only your credit report but also 
your credit score. This costs $5.95, 
whereas the report without the score 
is free. Click either No Thanks, Just 
My Report or Yes, Show Me My 
Credit Score. 

Next, you'll see a copy of your 
TransUnion credit report. TransUnion 
provides a summary of your payments 
for each account over the past 48 
months, marking each payment as OK, 
30, 60, or 90. A notation of 30, 60, or 
90 indicates the number of days the 
payment was late. TransUnion also 
displays a list of companies that have 
requested your credit report. It is a 
good idea to print a copy of your 
credit report. Click Display A Printer 
Friendly Version before you click File 
and Print. When you are finished, click 
Return To AnnualCreditReport.com 
at the top of the page to return to leave 
TransUnion's area and return to the 
original site. 

Equifax. To verify your 
identity with Equifax, type 
your personal information 
(such as first name, last name, 
and social security number) in 
the designated fields. You 
should also select the month, 
date, and year that you were 
born from the Date Of Birth 
drop-down menus. 

After you click Submit, 
Equifax will prompt you for 
information about one of 
your accounts, such as the 
name of the lender or the 
monthly payment amount. 
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Please select one or more of the following nationwide consumer credit reporting 
companies to request your free credit report. 

* Transition, 

/ 

- experian" 

- EQUIFAX 



Click Cancel to n 



e Pagej CANCeT] 
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You can view one, two, or all three credit reports, 



Click the appropriate radio buttons 
and click Submit. 

The next couple of screens offer 
paid services, such as disclosure of 
your credit score ($6.95), Equifax 
Credit Watch Gold ($6.95 per 
month), and Equifax Credit Rankings 
($3.95). You may add any of these 
services by following the on-screen 
instructions, or you can continue and 
access only your free credit report. 
Finally, when you reach Step 3 (Order 
Confirmation), click View And Print 
Your Online Report. 

You can click the links along the 
left side of the page to browse various 
sections of your credit report, in- 
cluding Credit Summary, Account 
Information, Inquiries, Collections, 
and Public Records. You'll also find 
links to Dispute File Information if 
you see an error in your credit report. 
In addition, Equifax provides a 
Summary Of Your Rights Under The 
FCRA and tips for Remedying The 
Effects Of Identity Theft. 

To print a copy of your credit re- 
port, either click Print This Page under 
the Equifax Credit File banner or Print 
Credit Report on the left side of the 
page. This will open a printer- friendly 
version of the report. Click File and 
Print. When you are finished, click the 
Return To AnnualCreditReport.com 
link at the top of the page. 

Experian. To confirm your identity 
with Experian, you must first answer a 
series of questions about your existing 
accounts. For instance, Experian might 
show you a list of companies and 
prompt you to click the radio button of 



the company from which 
you acquired a loan. After 
you answer the last ques- 
tion, your Report Sum- 
mary will appear. Write 
down the report number 
listed under your name. 
You will need this num- 
ber to access your report 
again. Experian lets you 
access your credit report 
for 30 days after your ini- 
tial request. 
A series of links (Report Summary, 
Potentially Negative Items, Accounts 
In Good Standing, Requests For 
Your Credit History, Personal In- 
formation, Your Personal Statement, 
Credit Report Alerts, and Credit 
Score) are at the top of the page. 
Click to browse each area of your 
credit report. Note that the last two 
links, Credit Report Alerts and 
Credit Score, are for paid services. 

The Personal Information section 
is important because it contains all 
names, birth dates, spouses' names, 
phone numbers, and addresses on file 
under your name. False addresses 



and other errors can signal identity 
theft, so it is important to contact 
Experian if you think any of the in- 
formation is wrong. Click What If I 
Feel There Is An Error? for your op- 
tions to report errors. 

When you're ready to print your 
credit report, click Print Your Report 
for a printer- friendly version and then 
click File and Print. When you are 
finished working with Experian's 
credit report, click Return To An- 
nualCreditReport.com at the top of 
the page. 

You Deserve Credit 

FACTA required several changes 
to protect consumers' identities and 
credit scores, but AnnualCredit- 
Report.com is one of the most influ- 
ential FACTA-mandated items. By 
offering quick, easy access to each of 
the three major credit reports each 
year, this site encourages users to 
monitor their credit histories and 
catch identity theft quickly. H 

by Kylee Dickey 



Tips For Using AnnualCreditReport.com 



You can access your credit report faster if you have items such as your credit 
cards and your loan or mortgage agreements nearby. To access your credit 
reports, you need to verify your identity. To do this you may need to enter cred- 
it card numbers, bank names, the amount of your monthly car payment, or sim- 
ilar information. 

Shielding your social security number from prying eyes is one of the most impor- 
tant ways to protect your identity. On the login page at AnnualCreditReport.com, 
you can mask your social security number on your credit report by placing a check 
in the Check Here If, For Security Reasons, You Want No More Than The Last Four 
Digits Of Your Social Security Number To Appear When You View Or Print Your 
Credit Report. 

You can request all three of your annual credit reports at the same time, or 
you can view each report separately, staggered at intervals throughout the year. 
For example, if you want to buy a new car, you may wish to print all three credit 
reports before you apply for auto financing. This way, you have proof of your 
credit history to aid in your quest for a lower interest rate. On the other hand, 
if you plan no major purchases but are concerned about identity theft, it might 
make more sense to stagger your credit-report requests, so you can catch errors 
or fraud within a few months. For instance, you might view your TransUnion 
report in January, your Equifax report in May, and your Experian report 
in September. I 
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Kiplinger's 
Personal Finance 

A Great Guide To Making Money 




Rather than focusing specifi- 
cally on the professional in- 
vestor, Kiplinger's home 
page (www.kiplinger.com) 
lets users choose between Kiplinger's 
Personal Finance, a great site for the 
beginning investor who wants to learn 
the ropes, or Kiplinger's Business 
Forecast, a Web site geared toward 
users looking to better their business' 
financial outlook. This article will deal 
primarily with Kiplinger's Personal 
Finance page, but for more informa- 
tion on how to stay up-to-date with 
what's going on in the business world, 
check out the "Quick Tips To Kip- 
linger" sidebar. 

In The Beginning 

There is so much information on 
Kiplinger's Personal Finance Web site 
(www.kiplinger.com/personalfinance) 



that a beginning investor can be taken 
aback by all that it offers. If you aren't 
a financial expert, don't worry, Kip- 
linger's does an outstanding job of 
walking you through the basics. 

To get to Kiplinger's sec- 
tion for novices, click Getting 
Started from the Kiplinger's 
Personal Finance page. It is 
the second link down in the 
tan Inside The Site box on the 
left of your screen. This will 
pull up the Kiplinger's Per- 
sonal Finance Basics Web 
page. It contains a glossary of 
financial terms, investing tips, 
and tutorials and is a great 
starting point for beginners. 

The tutorials on the Basics 
page are easy to follow for 
those investing for the first 
time. To find a tutorial that 
meets your needs, click 



Tutorials at the top of the light blue 
box in the middle-right portion of the 
Web page. All of the tutorials have 
been broken down into categories and 
subcategories. For instance, one cate- 
gory is Investing, which is broken 
down into subcategories such as 
Stocks, Funds, and Bonds. If you find 
one you like, click the title to open it. 

Invest, Plan & Reap Rewards 

There are a couple easy ways to get 
up-to-date stock market information 
from Kiplinger's Personal Finance 
Web site. If you want a quick glance 
at the current condition of a partic- 
ular stock or fund, enter the company 
name or symbol in the Get Stock Or 
Fund Quote text box. This box is lo- 
cated just under the Markets box that 
shows snapshots of the Dow, S&P 
500, and NASDAQ averages toward 
the top of the page. 

After you enter the name or symbol 
of the company you want to view, 
click the Quote button. This will take 
you to an overview of the stock's per- 
formance. At the top of the page, just 
below the company name, symbol, 
and current prices, are eight tabs: 
Overview, Charts, News Releases, 
Company Profile, Financials, Option 
Chains, Earnings, and SEC Filings. 
Use these tabs to find practically any 
piece of financial information and 
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If you go to Kiplinger.com, you'll be faced with two 
main choices: going to Kiplinger's Personal Finance 
Web site or KiplingerForecasts.com, the Kiplinger's 
Web site for business news and world affairs. 
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history you can dream up regarding 
a company. 

If you don't want to hone in on a 
specific enterprise, mouse over the dark 
grey Investing tab at the top of the page 
and select Stocks from the drop-down 
menu. This takes you to a more general 
stock investing page. On this page you 
can read a feature story on investing 
and take advantage of stock tips and 
tools, market indexes, and tutorials on 
getting started. Other links on the 
Investing drop-down menu include 
Mutual Funds, Market Snapshot, and 
My Portfolio, a program that helps you 
manage your investments. 

To learn how to save money and 
plan for future expenses, click the 



Kiplinger's History 



The first Kiplinger Web site hit the 
Internet in early 1996. Initially, 
this site focused on personal finance. 
As Kiplinger's role in the business 
world grew, the Web site expanded 
its focus on business, as well. It was 
soon evident that one Web site 
wasn't effective enough for both as- 
pects of Kiplinger, and about six 
years ago, KiplingerForecasts.com 
was launched to focus on in-depth 
stories, breaking business news, and 
market trends and analysis. 

The current version of Kiplinger.com 
debuted on June 12, 2005. The main 
reason behind the upgrade was to 
give users access to business or per- 
sonal finance areas as simply as pos- 
sible. According the Dan Rutherford, 
deputy editor for Kiplinger, "The 
home page was designed to be a brief, 
visual introduction to the company, 
our corporate gateway leading Web 
users to our products, services, and 
content." The site is split in half with 
one half being dedicated to Kipling- 
er's personal finance information, 
while the other is dedicated to a 
more business-oriented user, 
someone who could appreciate 
KiplingerForecasts.com. I 



Your Money tab next to the 
Investing link. This takes you 
to a page that is divided into 
categories on Retirement, 
College, Taxes, Credit & 
Banking, and Insurance. Each 
section has numerous articles 
and commentary on its re- 
spective topic. For example, 
the Taxes section recently 
had articles that discussed 
when storm damage could be 
deductible and how to make 
sure you don't have too 
much or too little held back 
for taxes, among other topics. 

If you want to learn more 
about a specific category, 
click the bolded red title or 
mouse over the Your Money 
tab and select the topic from 
the drop-down menu. For 
instance, if you want to learn 
more about managing your 
credit, select the Credit & 
Banking category. This will 
take you to a new page sim- 
ilar to the Stocks page we 
discussed earlier. The page 
has a feature story on a credit 
or banking topic, as well as 
articles on credit card secu- 
rity, fraud, and starting your 
credit history. 

If you make solid financial 
decisions, you should see the 
results in your bank statement. And if 
you're wondering what to do with all 
that money you made from investing 
wisely, Kiplinger's Personal Finance 
can help you with that, as well. 

Click the dark grey Rewards tab to 
the right of the Your Money tab on 
the top of the Personal Finance page. 
This section gives helpful advice on 
homes, cars, and shopping. Under the 
At Home category, the site discusses 
major home improvement, fairly ex- 
pensive home purchases such as hot 
tubs or pool tables, and advice on 
mortgages and home buying. 

The Cars category offers insight on 
the latest news, trends, and releases 
from auto manufacturers; articles 




Simple suggestions that will save you time 
and increase your efficiency and productivity. 



m 
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The Basics page on Kiplinger's Personal Finance 
page is a great place to start if you want to learn 
the ABCs of stocks and investments. 
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Kiplinger's Personal Finance Web site features stock 
market snapshots for the Dow, S&P 500, and 
NASDAQ. You can also easily research potential 
investments by entering a company's name or 
market symbol in the Get Stock Or Fund Quote field. 



T 



that provide tips on car buying; and 
tools to search for the best interest 
rates on loans. 

The Shopping category features 
numerous articles and reviews geared 
toward home electronics and com- 
puter users. You may also find help- 
ful tips and tricks on where to shop, 
what to buy, and how to set up a 
spending plan. 

To help you find products and re- 
views online for popular products, 
Kiplinger's has compiled a list of top 
products in a number of categories 
ranging from popular computers to 
popular gardening products. When 
you click Shopping from the drop- 
down menu of the Rewards tab, you'll 
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see a light blue box in the middle- 
right portion of the page that lists 
the top two models of several cat- 
egories of products (such as Cam- 
eras or Home & Garden). Click 
the View Top Buys In All Cate- 
gories link at the bottom of this 
box to go to a page that lists all of 
Kiplinger's product categories and 
200 of the most popular products 
consumers are currently buying. 
This product list is updated twice 
a day. 

Kiplinger Newsletters 
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Kiplinger's 




The Your Money section helps you manage your 
money and plan for major lifetime milestones such 
as retirement or sending a child to college. 



tip and the latest installments of 
Kiplinger favorites such as Ask 
Kim@Kiplinger written by Kim 
Lankford, Drive Time by Mark 
Solheim, and Value Added by 
Steven Goldberg, to name a few. 
Once you select the features you 
want in your newsletter, click 
Submit at the bottom of the page. 

All-ln-0ne 



Even when it comes to some- 
thing as serious as financial informa- 
tion, many of us get too wrapped up 
in our day to make researching the 
latest financial news a priority. So in- 
stead of making the time to go to 
Kiplinger's, Kiplinger's can come to 
you. You can sign up for newsletters 
from Kiplinger's Personal Finance 
Web site. These newsletters will ap- 
pear in your inbox periodically and 
keep you up-to-date on topics you 
choose to learn about. 



To request these newsletters, click 
Email Newsletters in the same Inside 
The Site box where you found the 
Getting Started link. You are then 
taken to a page that lets you tailor your 
preferences. Enter your email address 
in the E-mail Address field. Then click 
the boxes next to the updates you wish 
to receive. Weekly Updates is checked 
automatically, but you can uncheck it if 
you would rather not get weekly up- 
dates. You can also receive a daily stock 



Kiplinger offers some wonderful 
tools that many types of investors 
can use. Whether you're an in- 
vesting newbie or you have a port- 
folio that would make Rockefeller 
green with envy, you're sure to love the 
quick access to market snapshots and 
stock trends this site offers. The tuto- 
rials are easy to understand, and the 
topics covered on the Rewards page 
are helpful for anyone concerned with 
spending money wisely. These are just 
a small sample of the features that 
make Kiplinger's Personal Finance 
Web site worth exploring. H 

by Sam Evans 
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SmartMoney.com 

Getting Rich Just Got Easier 




Quick and easy access to the 
latest business and eco- 
nomic news, tools for your 
personal finance needs, or 
total investor education — if those are 
the things you need on a regular basis, 
hop on over to SmartMoney.com. 
You could be looking for news on 
how a particular stock is doing after 
the market took a beating or advice 
on which mutual fund is best for 
you — SmartMoney.com has it all. 

The site's excellent interactive tools 
and calculators use basic information 
like age, income, and tax outgo to 
help you plan your tax strategies, fi- 
nance your children's college educa- 
tion, save up for the next big buy, 
decide how much insurance you 
really need, or simply plan a comfort- 
able retirement for yourself. 



These and a wide range of other in- 
vestment options-made-easy are just 
a few clicks away. The 
graphical tools and calcu- 
lators show instant results 
that change on-screen as 
you change inputs such as 
estimated inflation or the 
number of years you will 
work before retirement. 
Most importantly, they 
tell you just how much 
you need to set aside 
every month to reach your 
dream goal. You can then 
use other tools on the site 
to decide where to in- 
vest — large caps, mid caps, 
fixed income schemes — all 
of which are also explain- 
ed in detail. 



Leave The Nerves Behind 

SmartMoney.com is easy to navi- 
gate. The major sections can be found 
on the left of your screen, with drop- 
down menus telling you about what 
each section contains. 

First-time investors can check out 
the SmartMoney University, which 
offers a free crash course on every- 
thing you ever wanted to know about 
number crunching to maximize your 
investment returns. Once you get a 
grip on what you need to do, you can 
take the advanced course (also free) 
and plan your own investment strate- 
gies, with a little help from the pros. 

In the meantime you can start ex- 
ploring areas of investment and finan- 
cial planning either instrument-wise 
(stocks, bonds, mutual funds, ETFs) 
or just browse around for business 
and economic news on particular sec- 
tors. If you're already an old hand 
at investing, you can skip to the Ad- 
vanced Trading section and get the 
low-down on the latest Forex rates, 
decide on which index fund is the best 
for you, and calculate your put and 
call options. That last bit can be tricky 
to tackle, but it is also a shrewd way to 
minimize possible losses. 

To help make the right choices, 
SmartMoney.com brings you a range 
of expert advice in the form of 




The home page for SmartMoney.com provides the 
latest stock market reports, links to breaking news, 
and access to a full range of articles and commentary. 
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columns and articles catering to spe- 
cific areas of the market and, indeed, 
a few that teach you how to stay one 
step ahead with unorthodox invest- 
ment patterns. There's also a nifty 
section called One-Day Wonder that 
analyzes big gainers and how they 
might fare in the future, plus, of 
course, what could be in it for you. 

SmartMoney Select 

A subscription to the site's pre- 
mium service, SmartMoney Select, 



SmartlVloney.com Fact Sheet 



gives you some of the best interac- 
tive easy-to-use tools to help you 
make the right investment choices. 
The premium service is aimed at 
more serious investors who demand 
more comprehensive and in-depth 
financial information and tools to 
make investment decisions. Starting 
from as little as $5.95 a month to an 
annual discounted package of $109 
that includes real-time stock quotes, 
SmartMoney Select offers the fol- 
lowing top-flight content and deci- 
sion-making tools: 



-> How It Began: A 50:50 joint publishing venture of Dow Jones & Company and 
Hearst SM Partnership, SmartMoney.com started in 1997 as an online extension of 
Smart Money magazine, The Wall Street journal magazine of personal business. The 
Web site was designed as a one-stop shop for insightful personal finance news and 
top-quality services, including market commentary and analysis covering stocks, 
bonds, and mutual funds. 

Instead of an information-only Web site like many others, SmartMoney.com was 
planned to help people revolutionize online personal finance research and invest- 
ment. Today, the Web site is an easy way of not only sourcing vital information but 
also making sense of it to help make investment decisions. 

Over time, the site has grown to provide some of the best and most easy-to- 
use interactive tools to tackle financial questions ranging from planning for 
college tuition fees and health care to taxes, short-term investments and retire- 
ment plans. 

-> Not Just Numbers: In addition to carrying the latest business and economic 
news, the Web site now offers investment advice from several personal finance ex- 
perts and coverage of lifestyle-related subjects such as technology, travel, culture, 
fashion, and consumer services. It also gives practical tips to save money by 
spending smartly. 

-> Responsive, Always: SmartMoney.com responded to user requests for specific in- 
vestment advice by starting the SmartMoney University, an online investor educa- 
tion site that offers general information for beginners and strategies for more 
experienced players. 

Another addition is the section for small businesses that provides not only a list 
of resources for budding entrepreneurs and a beginner's guide, but also busi- 
ness strategies, success stories, niche markets, tax guidelines, and an interactive 
Q&A section. 

-> Awards & Acclaim: SmartMoney.com recently won a National Magazine Award 
for Best Interactive Design. The ease of use and depth of content makes the site a 
popular choice among finance experts and newbies alike. 



Market Map 1000: This is an award- 
winning product that gives you a 
bird's-eye view of over 1,000 U.S. and 
international stocks. A powerful new 
screening feature helps you find de- 
tailed information on all the stocks 
using seven key criteria. 

Combined with real-time quotes, 
Market Map 1000 helps you profit, 
looking at market trends and deciding 
on what investments to make before 
time runs out. It also helps you find 
new bargains and provides compre- 
hensive, in-depth data and news on 
any listed company to help you make 
a productive decision at the right time. 

Stock Screener: A powerful screener 
helps you search through 9,000 stocks 
using either SmartMoney Select's pre- 
programmed screens that highlight 
potential mergers and acquisitions to 
under-the-radar bargain stocks that 
could turn out to be the next Micro- 
soft. You can even create a combina- 
tion of your own criteria and do your 
own in-depth research. 

The Latest Expert Speak: See what 
stock screening experts have to say 
every week. These are people who 
have been part of the business for 
years — some for decades — and give 
you everything you need, from alerts 
to warnings about where to make 
your money. A hedge- fund manager, 
expert economist, and a Pulitzer 
Prize-winning financial journalist — 
they're all ready to dish out advice. 

Portfolio Tracker: You can create 
your own portfolio, and SmartMoney- 
.com will track it to see how your 
money is doing in the markets. You 
can measure your portfolio against 
various performance indices and de- 
cide on your next course of action. 

Fund Screener: This is quite like the 
Stock Screener, only it works for mu- 
tual funds, helping you not only find 
the right fund for your requirements, 
but also track its performance over 
different periods and using various 
criteria. You can also compare various 
funds using the Fund Tracker and en- 
sure that your money works to secure 
your future. 
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More Attractions 

Other major attractions that add 
value in SmartMoney Select include: 

Real-time Quotes and related 
tools give you the latest prices and 
make all the difference between 
seizing a good opportunity and 
watching one slide through your 
fingers. 

Intraday Alerts set the alarm 
bells ringing when your preferred 
stock or fund hits a new high or 
low. As soon as you get a message 
telling you what's happening, you 
can decide on a quick response and 
make sure that you rake in the profits 
at the right time or avoid losses. 

Stock Compare helps you assess 
whether a stock is worth buying, 
while the Price Check Calculator esti- 
mates the fair price of a stock based 
on a number of criteria. 




Beyond The Data 

SmartMoney.com isn't just about 
working with numbers. It also covers 
lifestyle topics, including technology, 
travel, culture, consumer services, and 
practical, money-saving advice on 
spending in daily life. Whether you're 
a stay-at-home mom thinking of 



The "Daily Briefing" on SmartMoney 
provides a quick snapshot of what's 
happening in financial markets, 
including the latest economic 
reports and earnings news. 



returning to full-time work or 
contemplating ways to maximize 
your short-term returns to buy a 
house, you'll find thoughtful arti- 
cles to help you create a solid plan 
of action. 

SmartMoney also has a special 
section catering to small businesses, 
besides sections on consumer action, 
technology, and specific industry sec- 
tors. It also provides links to what's 
happening on the SmartMoney TV 
channel and select content from Smart 
Money magazine. H 

by Mridu Khullar 



Get The Best Out Of SmartMoney.com 



Here are just a few examples of how you can use 
SmartMoney.com to maximize returns on your hard- 
earned dollars. 

Start learning. Know virtually nothing about personal finance 
and investing? Not to worry. Just click SmartMoney University 
to take Investing 101 and learn how to make money on the 
stock market through investments in equity, mutual funds, 
bonds, etc. Understand what drives stock prices up or down, 
the difference between bonds and bond funds, how to pick 
the right mutual fund, and of course, how to calculate taxes 
on the money you make. 

There are also advanced courses that help you create your 
own strategies depending on your requirements — retirement 
solutions through your 401 (k) plan, saving for that vacation in 
Hawaii, consolidating your loans, and more. 

Need specif c figures? College expenses are climbing every year, 
and you know returns on your bank deposits aren't going to 
cover tuition fees 10 years down the line. The College Plan- 
ning section (also under Personal Finance) not only tells you 
which 529 College Savings Plan to choose to get the best re- 
turns but also helps you calculate — based on your children's 
age, inflation estimates, and savings — how much (more) you 
need to set aside every month to make sure you have enough 
when your children finish high school. 



Is the price worth it? You want to buy a stock based on a recom- 
mendation from a friend but want to double check whether it's 
worth the price quoted in the market. Use the Price Check 
Calculator listed under Stocks. It gives you an estimate of the 
fair price based on the company's earnings, projected rate of 
growth, and the stock's volatility. Simply enter the ticker symbol 
and press ENTER. Assumptions such as EPS, benchmark return, 
projected earnings, etc. are filled in automatically. These you can 
accept or change and get an estimated fair price of that stock. 

Are you the cautious type? If you're the kind of person who wants 
to watch a stock or a sector for a while before making up your 
mind, use SmartMoney's Sector Patrol, also under the Stocks 
section, which gives you expert analyses on sectors that have 
been in the news lately. You can also access monthly archives to 
get more information before making a decision. If you're more 
adventurous, you can follow stocks and stay ahead of the curve 
with advice from professional investment consultants. You can 
also use the Stock Compare tool to evaluate a scrip based on 
fundamentals such as P/E, profit margin, and earnings growth. 

The right fund. Most investors wary of the stock market opt 
for mutual funds instead. But making money in mutual funds 
can be a minefield if you make the wrong move. Use the Fund 
Analyzer to find out if your money is stuck in a fund that is 
underperforming or turn to the Fund Screener to find the 
right fund for you. I 
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Sites Sum Up 
Personal Finance 

Tips For Investing, Budgeting, 
Preparing Taxes & More 




When it comes to finances, 
many of us could use 
some help. The following 
Web sites offer guidance 
and industry information that may 
help you learn more about personal fi- 
nance in whatever area you desire. 

Budget 

BetterBudgeting.com 
www.betterbudgeting.com 

This free ezine, developed by 
Michelle Jones, mother of four who 
has herself suffered financial heartache, 
offers money-saving tips and bud- 
geting articles, calculators, planners, 
software, and forms in the Budget 
Help section on the home page. Also 
check out the site's featured columns 
by Jones and other writers and Jones' 
Frugal Recipes of the Month. 
Free Financial Advice 
www.free-financial-advice.net 
This site's Rules Of Financial 
Management discuss principles that 



will help you best manage your money. 
The Excel Budget Spreadsheet in The 
Budget Center will show you all the ex- 
penses and monthly deductions you 
could possibly need to account for. 
MoneyInstructor.com 
www.moneyinstructor.com 
The home page's Money And 
Personal Finance section (or the but- 
tons at the top of the home page) 
covers finance-related topics de- 
signed to teach kids fundamental 
money management skills through 
lessons and games that cover count- 
ing and recognizing coins, using and 
balancing a checkbook, and other 
money basics. 

Personal Budgeting 
www.personalbudgeting.com 
Learn the basics of budgeting by 
using this site's Sample Budget, and 
the Money Saving $$ link gives you 
ideas for ways you can save money on 
your monthly expenses. 
Practical Money Skills 
www.practicalmoneyskills.com 



This site's direct approach to teach- 
ing kids of all ages about credit and fi- 
nancial management can help prepare 
children to be financially responsible 
for life, and they may even have fun 
learning about it when using the 
Games section of the site. 

Insurance & Loans 

Bankrate.com 
www.bankrate.com 

A self-proclaimed comprehensive 
financial site, Bankrate.com provides 
loan rates at a glance, as well as finan- 
cial calculators, news, advice, and fea- 
ture articles about topics from credit 
cards to financing college. 

CreditCareCenter.com 

www, cr editcar ecenter . com 

This site features access to quick 
cash and credit cards and a learning 
center that will help you with nu- 
merous topics including debt re- 
lief, understanding your mortgage, 
and bankruptcy. 

eLoan.com 

www.eloan.com 

Getting a home or auto loan doesn't 
have to mean finding the nearest 
bricks-and-mortar options available. 
Check out eLoan.com to see if using 
an online lender is right for you. 

Insurance Information Institute 

www.iii.org 

The Insurance Information Insti- 
tute, which does not lobby, has com- 
prehensive information concerning 
auto, home, life, health, disability, 
business, and specialty insurances 
(boat, travel, wedding), and parts of 
the site are available in Spanish. And 
its searchable database lets you find in- 
surance companies by state, including 
contact info for each state's insurance 
department, so you can check if a 
company is legit. 

Interest.com 

www.interest.com 

The easy-to-use mortgage rate 
comparison search drop-down menus 
on the home page make finding sev- 
eral options for mortgage rates as easy 
as 1, 2, 3, and the mortgage rates chart 
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Financial Resources Online 



and headlines on the home page give 
up-to-date insight into the industry. 

LendingTree 

www.lendingtree.com 

Offering loans, real estate, and 
credit services, LendingTree.com pro- 
vides direction for anyone searching 
for online financial lending services. 
The site also lets you compare and, if 
you so choose, commit to up to four 
online lending offers. 

Tools For Investors 

Big Charts 
www.bigcharts.com 

Big Charts is a service of Market- 
Watch (owned by Dow Jones & Com- 
pany) presenting industry news, 
up-to-date stock quotes (including 
charts), and analysis of today s markets. 

Creative Real Estate Online 

www.creonline.com 

If you have any interest in real- 
estate investment, this is a site worth 
exploring. It offers dozens of articles 
about ways to flourish financially 
when you are closing a deal, buying, 
finding a lender, and more after 
you've settled on real estate as your 
investment of choice. 

The Investment FAQ 

www.invest-faq.com 

More than 20 investment-related 
categories feature dozens of topics at 
The Investment FAQ. See all topics in 
the article index or choose a category 
directly from the site's home page. 

Investorwords.com 

www.investorwords.com 

This site's extensive list of finance- 
related words will provide even the 
most knowledgeable investor with 
clarity or guidance he likely didn't 
know before. 

MarketWatch 

www.marketwatch.com 

MarketWatch (owned by Dow 
Jones & Company) provides a com- 
prehensive site that will show you all 
you need to know about the state of 
today's economy, as well as informa- 
tion about your portfolio and per- 
sonal finance information. 



TheStreet.com 
www.thestreet.com 

TheStreet.com shows you the mar- 
kets' charts at a glance on its home 
page and, along with gobs of industry 
information, investment ideas from 
established investment- savvy busi- 
ness people. 

Personal Finance 

CNN Money 

money.cnn.com 

With a news-centered layout, CNN 
Money presents articles and commen- 
tary about finance -related businesses 
and topics. The Financial Tools section 
offers finance basics in Money 101. 

Dinkytown.net 

www.dinkytown.net 

A site run by KJE Computer Solu- 
tions, Dinkytown.net provides doz- 
ens of financial calculators to help 
you estimate results, from finding a 
company's net worth to comparing 
two loans. 

FederalReserveEducation.org 

www.federalreserveeducation.org 

This educational Web site includes a 
glossary and an especially helpful sec- 
tion about consumer protection (pro- 
tecting yourself from scams, fraud, and 
identity theft, to name a few). 

Jump$tart Coalition for Personal 
Financial Literacy 

www.jumpstart.org 

JumpStart.org is a helpful tool for 
teaching students to stay on top of 
their personal finances at a time when 
credit card offers are streaming into 
their mailboxes. The site also includes 
free education guides to teach kids 
how to write a check, balance a check- 
book, save for college, avoid using 
credit cards, etc. 

The National Association of 
Personal Financial Advisors 

www.napfa.org 

Members of the public can learn 
here about how to select a financial 
advisor (possibly from the 900-plus 
members of this organization) and 
read tips on planning their financial 
futures. 



Tax 

Fairmark.com 
www.fairmark.com 

Recommended by Forbes.com, 
Fairmark.com is a tax site dedicated to 
helping investors file their taxes cor- 
rectly, offering a Tax Help Center and 
guidance when dealing with Roth IRAs, 
capital gains, and financing for college. 

IRS.com 

www.irs.com 

Although not affiliated with IRS 
.gov, this site suggestion online tax pro- 
grams you can use for filing; info about 
extensions, deductions, and refunds; 
and Hot Topics, such as Tax Scams. 

MSN Money 

moneycentral.msn.com/tax 
/home.asp 

MSN Money's Tax Estimator helps 
you prepare to file this year's taxes 
with information about tax law 
changes. A tax terms glossary helps 
you decide what forms you need to 
file, and tax attorney Jeff Schnepper 
answers questions you post in the Tax 
Corner message board. 

TaxSites.com 

www.taxsites.com 

A directory of tax and accounting 
Web sites, TaxSites.com provides 
links for state tax agencies, legal infor- 
mation, organizations, and govern- 
ment sites for each state. 

United States Tax Court 

www.ustaxcourt.gov 

The U.S. Tax Court lets you dis- 
pute tax-related offenses. This site de- 
scribes the process the court uses, 
presents FAQs about what's involved 
when a case goes to tax court, and 
gives contact information for court 
offices and judges. 

Yahoo! Taxes 

taxes.yahoo.com 

The giant search engine's Taxes 
page includes Tax Tips, a Tax Guide 
For Investors, Tax Education, and re- 
sources that can help users find an ac- 
countant or talk with others on the 
Yahoo! message board. Qjs] 

by Jennifer Suggitt 
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DVD BURNER 



Uhjilul Photo 

• New designs and features that include: 
LCD display, file verification and disc spanning 

• Choose direct transfer from your media card 
to either HDD, DVD, or CD 

• Battery Operated* or AC Adapter 

• Quick copy time 

• Hassle-free photo storage - no computer needed! 

It's fast, it's easy, it's . . . 

DigiMagic 

*4-AA NiMH rechargeable batteries used for CD and DVD burner - not included 
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20GB or 
40GB HDD 
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CD BURNER 



www.ezpnp-usa.com 
1-800-828-6475 
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Tax Wit & Wisdom 

A Few Thoughts About The Other Certainty In Life 



Income tax returns are 

the most imaginative fiction 

being written today. 

~ Herman Wouk, author 



The hardest thing in 
the world to understand 
is the income tax. 

- Albert Einstein, physicist (anecdotal) 



Be wary of strong drink. 
It Dan make you shoot at 
tax collectors. . . and miss. 

~ Robert Heinlein, author 




The income tax has 
made more liars out 
of the American 
people than golf has. 

- Will Rogers, humorist 
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The government's view of 
the economy could be summed 
up in a few short phrases: 
If it moves, tax it. If it keeps 
moving, regulate it. And if it 
stops moving, subsidize it. 

Ronald Reagan, 40th President of the United States 
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Tax avoidance means that you J 
$25Q,00Q-ree lawyer, and lie changes trie 
word 'evasion' into trie word 'avoidance/ 
~ Franklin D. Roosevelt, 32nd President of the United States 



The nation should have a tax system that 
looks like someone designed it on purpose. 

— William Simon, 63rd Secretary of the U.S. Treasury 



SOURCE: All quotes were found online at numerous sources, including: 

QuotationsPage.com; QuoteGarden.com; BrainyQuote.com; WorldOfQuotes.com; and Bartleby.com. 
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im proud to pay taxes 
in the United State*? 
the only thinu is, I 
could be just as proud 
for half the money. 

~- Arthur Godfrey, humorist 
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Problems with your computer? 
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Smart Computing can help you find the answers you need. 

Gall for 3 Risk-Free issues today! (800) 733-3809 



Smart Computing is your plain-English resource for 
safe, trouble-free, productive computing. Each monthly 
issue provides software and hardware reviews, how- 
to's, tutorials, and easy-to-understand explanations of 
current technologies. 



Smart 



^0H — smartcomputincj.a 

Computing 

I In Plain Fnnlkh *J 



In Plain English 




Computing | B^MMT 

B Most 



•WVDs 



» Tips For Creating Au^liD Discs 

• Transfer Nome Moviw 
TmubleshoDl Formatting Problems 



www. smart computing. com 



GRiSOFT 



VG Anti-Virus 
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The best 
testimonial 
from 25 million 
users: They barely 
realize they 
use us! 

With more than 25 million loyal users worldwide, 
Grisoft is the best choice for people and companies 
seeking maximum virus protection. With its easy and 
intuitive interface, Grisoft AVG Anti-Virus software 
doesn't bog down system resources; instead, it 
works quickly and seamlessly. Our singular focus on 
your protection lets YOU work - not worry. Our new 
product, AVG Anti-Virus plus Firewall, offers the best 
protection of your privacy against hackers. 

Stop worrying and start downloading your 
FREE 30-DAY TRIAL... 
www.grisoft.com 





AVG AntiVirul 4 

■^■•n**™ Edition ™ 

I 




NOW also 

available 

plus Firewall 



Another great 
NEW product 
from GRISOFT 

AVG Anti-Virus plus 
Firewall delivers 
comprehensive 
anti-virus protection 
and prevents 
unauthorized 
access to your 
computer from 
internal and 
external networks. 



Tough on viruses, 
easy on users. 



